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When the fuses have blown, when the key-hole can’t be found, when the lighter runs out of petrol 
we turn, almost without thinking, to the sure aid of the match. The match is one example among 
many hundreds in which chemicals by Albright & Wilson, usually anonymously, but so often 
importantly, serve thé world at large. Every match made in Britain and countless millions of others 
besides rely on Albright & Wilson’s phosphorus products for the light they give. 
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ahead. Men in all walks of life OF BANKING TRANSACTIONS 
find this fresh, ric: tobacco 
gives a deep satisfaction that 
remains long after each pipeful. ° 
- Try CRAVEN today — discover 
the richest joy in smoking. 
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THE ULTRAMATIC FRIDEN CALCULATOR 

is really essential for work in which a good many intricate 

POINTS WORTH NOTING — calculations have to be made quickly, easily and with 
‘ndividual Products + Automatic Decimal absolute accuracy. 

‘ | tovhaiag ieee ae ae Supplies‘are still limited so it is advisable to write or tele- 

Multipliers » Cm si es phone straightaway for full details and free demonstration. 
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My Fight with 


STAL 


HEN Tito went to Moscow to meet Stalin a clash of 

personalities instantly occurred. The Marshal has 
recorded an account of the meeting, out of which arose his 
momentous struggle with Stalin. The full and authoritative 
story is now told for the first time, with remarkably 
intimate glimpses of the men of the Kremlin. 
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CHALLENGE FROM 
THE CAPITOL 


O the dramatic style and emotional mood of President 

Eisenhower’s Inaugural each will react according to 

temperament and belief. Some will welcome its crusading zeal 
and the Cromwellian ring of its defiance to enemies of the “ faith of 
the free”; for rhetoric has its part to play in keeping the free 
democracies alert and it is what was expected of “General Ike.” 
Others will say that the address confirmed their fears: that the 
baffling problems of the world have been confronted in a mood of 
exaltation which will make the American people self-righteous, 
impatient for quick solutions, and intolerant of the deep and subtle 
differences of mind and heart that distinguish the peoples of the free. 
world. These forebodings have been uttered before—and have 
turned out wrong. Last Tuesday’s ceremony was essentially a national 
occasion, to be conducted in American fashion ; none the less it 
brought from the President a firm and eloquent acknowledgment of 
his country’s responsibility to the world : 

So it is proper that we assure our friends once again that, in the 
discharge of this responsibility, we Americans know and observe the 
difference between the world’s leadership and imperialism ; between 
firmness and truculence ; between a thoughtfully calculated goal and 
spasmodic reaction to the stimulus of emergencies. 


The address clearly offers a challenge to the allies of the United 
States which they should acknowledge and take up. American foreign 
policy is being remade—or, at least, reviewed—in the light of these 
principles by two fervent crusaders, President Eisenhower and his 
Secretary of State, who will want to show visible proof that the free 
world is getting stronger and more confident. And in any such 
demonstration it is obvious that a great deal will be expected of 
Britain, whose interests interweave with those of the United States 
in almost every part of the world. To do no more than express relief 
that there is to be no change in the foundations of American policy 
will be taken in Washington as a deliberate rebuff. Britain will be 
expected to share in the mood of fresh starts and new resolutions 
that will be aroused in Washington ; it may even be called on to bring 
quickly to a climax some of the enterprises and negotiations in which 
it is now engaged. Mr Churchill and Mr Eden cannot expect for 
very long to carry on just where they left off with President Truman 
and Mr Acheson, and their officials would be well advised to consider 
what fresh thinking and adjustments may be necessary. 

That, admittedly, is easier said than done. Those directing foreign | 
policy can never control more than a few of the factors that determine 
events ; busy men, whether ministers or officials, cherish continuity 
of policy and shrink from fresh starts ; American interests and involve- 
ments are much greater in some matters than in others. But some 


‘ effort must be made if an opportunity is not-to be missed, and ‘it is 


perhaps in the manner rather than the matter of British policy that 
there is room for a fresh start. Take, for example, the Far East, on 
which American attention is most eagerly fastened at the moment. 
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Britain has, in fact, steadily supported the policy 
of the United States in Korea, in Japan and 
in Indo-China, whatever the differences over China 
—and they have been important differences. Yet 
many, if not most, Republicans believe that’ Mr 
Bevin and Mr Morrison steadily frustrated American 
efforts to win the Korean war and thereby prolonged 
a long and costly campaign. Mr Churchill, it is true, 
has done something to correct this impression. 
But there remains uncertainty and bewilderment 
on both sides of the Atlantic about the exact respects 
in which there is disagreement between American and 
British policies towards Communism in the Far East: 
Here, at any rate, there is a chance to make it clear 
that, on the big things, there is mutual trust and 
loyalty. That will do good. But it is hardly possible 
for the British to press for dramatic changes in Far 
Eastern policy when their chief hope is that there will 
be none. : 

In the Middle East it is even more difficult to be 
precise about the causes of, disagreement and ineffec- 
tiveness. To the layman in Britain it looks as if 
American pressure in Persia, and in the Arab states 
generally, has been towards appeasement and surrender 
to dangerous and weakening demands. There lingers 
in Washington a traditional distrust of British 
“ colonialism” which blinds some Americans to the 
dangers of breaking up existing patterns of security 
without putting anything in their place. They appear 
to believe that the vacuum left by the withdrawal of 
British military and political power can almost every- 
where be filled by a little of their own money and a 
lot of their own good intentions ; and it has never been 
made clear what action the United States would take if 
British retreat in the Middle East led to Communist 
insurrection and Russian infiltration. The most burning 
desire to make a fruitful new start with Mr Eisenhower 
does not suggest to British minds any substantially new 
tack that can be tried in the Middle East. 


* 


If, then, there is to be a manifest British response 
to the new President’s challenge, it must be in Europe. 
Here the possibilities are clearer and there are 
great matters in train which both governments want 
to bring to a climax. Atlantic defence and political 
organisation are both being held up while France and 
Germany seek to ratify the treaty for a defence 
community, and to construct the political and economic 
institutions of which it will form a part. Presidefit 
Eisenhower asked specifically in his seventh point that 
the “enlightened and inspired leaders of the western 
nations try with renewed vigour to make the unity of 
their peoples a reality.” And this is not addressed to the 
French and Germans only ;-Mr Churchill during his 
recent visit was left in no doubt, by the Republicans 
as well as by Mr Acheson, that his active help is also 
needed. These are appeals that cannot be ignored, 
especially at this moment, when M. Mayer and 
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M. Bidault are preparing their effort to gei the EDC 
treaty through the French Assembly and when p, 


Adenauer feels a wave of distrust and scepticism about 


Germany sweeping across his path. What, in fact, cay 
Britain do ? 

The proposal that Britain should assume full 
membership of the defence community and the cog. 
steel pool, though it is often repeated, is no less Often 
declined, and quite properly so, because those bodies ar 
intended to become.parts of a federal European com. 
munity. British policy has instead been to move Step 
by step into a special relationship to these bodies by 
giving military guarantees to the defence community 
and establishing close technical collaboration with the 
coal-steel pool. These steps have been welcome) 
across the Channel ; but they have been less than why 


may be hoped for, and they have all seemed to cong | 


as a result of pressure. Rightly or wrongly, may 
Europeans believe that the British regard Europe 
problems as secondary and prefer the broader horizon 
of the Commonwealth and the Atlantic community. 
There is all the difference in the world between saying 
under pressure, “we will see what we can do” and 
coming forward to promise “ we will go to any lengths 
short of complete membership, to help.” 

An opportunity for such a change of manner presents 
itself. Both Mr Dulles and M. Mayer are expected 
visit London soon ; and every effort should be mad 
to see that they return with some assurance, not merely 
of British co-operation and interest, but of British 
readiness to act. It would make the task both of th 
German Chancellor and the French Prime Minister 
much easier if the very considerable British under- 
takings to these European institutions could be codified 
and defined by treaty. Let it be set down in black 
and white just how Britain can participate in the com- 
munities’ military and economic decisions—for that 


‘what Europeans want—just what British troops have 


been allocated to General Ridgway, just what guarantees 
against deadlock or German predominance have been 
given. And let Mr Churchill find some opportunity d 
sealing this document by a ringing declaration in his 
own incomparable manner. Both Europeans and 
Americans would then be surprised to discover how 
far Britain has already gone (further, in actuality, thao 
America) in underwriting European unity. 


* 


There is another matter, by no means the ‘lea 
important, in which British policy needs review. Gredl 
issues of economic policy have to be discussed during 
this year, and the attitude of the new Administration 
will be decisive for or against. the recently drafted 
Commonwealth plans. It appears to be the intentioo 
that these plans should be first presented in W ashingto® 
by the Chancellor of the Exchequer and British 
mission. The European governments arc to b 
informed and consulted ; but they are not to be asked 
to join the party. That is not the way to approach 
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2 President who believes as strongly as General Eisen- 
hower does in regional groupings and concerted action. 
Nor is it the way to approach a public which is still 
suspi ous of the sterling area and of Britain’s right 
k on its behalf. It is to turn an opportunity for 


a sew start in world currency matters into another 
piece of British mendicancy. In America, it will invite 
the charge from both sides of Congress that Mr Butler 
is jumping the allied queue and seeking a special 
arrangement. In Europe, it will n the feeling, 
already expressed in Nato, that on the really vital 
matters of strategy, trade and finance, the British claim 


not merely a special but an exclusive relationship with 
the United States. This is mot to respond to the 
challenge for a new start ; it is to go on as if nothing had 
changed since the days of lend-lease. 

It is this suspicion of neurotic self-atterition in British 
policy which, as much as any other factor, weakens 
Britain's capacity for leadership in Europe and holds 
back the development of the Atlantic community idea. 


Economic 


Sar is the open season for economic forecasts. One 
of Mr Truman’s last official acts was to send to 
Congress the annual report of the Council of Economic 
Advisers ; the British Government’s Economic Survey 
is on the way; the bank chairmen are in the middle 
of their yearly pronouncements ; and there is such a 
host of unofficial prognostications as to bewilder the 
reader. Running through them all, however, there are 
two themes, contrapuntal but not contradictory. One is 
a feeling of satisfaction with the relative stability and 
balance of the present conjuncture ; the other is an 
apprehension that there may be difficulties ahead. 

There is evidence /for both points of view. The 
striking thing about the past twelve months is the extent 
to which the fears of last winter have failed to develop. 
That is partly, no doubt, because the fears opposed each 
other. The official American view was that 1952, unless 
great care were taken, might see the renewal of: the 
tunaway inflation of 1950-51. In this country, there 
were many people, in and out of the Cabinet, who 
thought Mr Butler’s disinflationary policies were run- 
ning the risk of creating serious unemployment. Neither 
the one fear nor the other has been justified. Indeed, 
there has been am alternation, quarter by quarter, 
between a slight tendency to deflation and a slight ten- 
dency to inflation, almost as if some thermostatic control 
were at work ; and there is justice in the claim, in the 
teport of the Council of Economic Advisers (which is 
Summarised on page 206), that “the year 1953 com- 
Mences with the,economy in better shape thar at the 
beginning of amy year” since.1947. The specific 
reference is to America; but the comment would apply 
equally to Britain, Siders oa 
Las: year,, both, governments were wrong. The 
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That Mr Churchill himself should cling to wartime 
methods, and prefer the direct and personal approach 
to Washington is understandable. But it is by no means 
certain either that President Eisenhower shares this 
predilection or that his Republican advisers will tolerate 
it. Is it entirely too late to revise the Government’s 
plans in such a way that they can be presented to Wash- 
ington, not just as another British plea for special help, 
but as a grand collective plan for a new start in currency 
matters, correcting the illusions of Bretton Woods ? 
And could it not be presented by the French and Cana- 
dian Ministers of Finance.as well as by the Chancellor of 
the Exchequer ? To do so would greatly improve the 
chances of a favourable reception, and it is difficult to 
see how it could do any harm to any real British interests 
or prestige. Britain will be accepted by the United 
States as standing in a special relationship almost pre- 
cisely in inverse ratio to its demands for such recogni- 
tion. Why act as if there were a national inferiority 
complex ? 


Prospect 


Americans at least have learned their lesson and changed 
their attitude. In this year’s very cautiously worded 
report, there is a slight leaning towards the view that 
the danger lies, not in inflation as they thought last year, 
but in deflation. It is true that no sag in the buoyancy 
of the American economy is expected just yet, but the 
judgment that no change is called for either in private 
attitudes or in official policies is significantly limited to 
the “major poftion” of 1953, and whether thereafter 
there will be demand enough to employ the whole 
gigantic productive capacity of the American economy 
is left as an open question. The reason, indeed,. is 
obvious ; for defence expenditures are reaching. their 
peak and will be declining by the latter part of 1953. 
Private expenditures—for consumption, for residential 
building, for industrial expansion—could expand to take 
up the slack. But few people are bold enough to 
prophesy whether in fact they will. 

There is, in fact, a new humility among the economic 
forecasters on either side, of the ocean. The prevailing 
economic climate is a compound of multitudinous 
factors affecting the supply of goods and services in 
general and the demand for them. The lesson that the 
British planners have learned in the past seven years is 


’ that, even in a controlled economy, the Supply factors 


are not nearly as amenable to command as wartime ex- 
perience had led them to think. In America, where 
the policy has, ever since the end of the war, in sub- 
stance been to let supply wait upon demand, it has 
had to be admitted that the vagaries of demand cannot 
be foreseen. Indeed, public psychology, the general 
state of confidence, is coming back into its own as the 
great determiner of economic affairs—and it is itself 
indeterminable. None of the experts is prepared to say. 
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what will happen in the latter part of 1953 or in 1954. 

The British economic problem, though it is closely 
dependent on the American, is different both in kind 
and in shape. The fact that the Americans are now 
more apprehensive of deflation than of inflation might 
be taken as evidence that the British experts were right 
a year ago when they foresaw mounting unemployment 
figures by the autumn and when, for a moment, they 
almost allowed themselves to be panicked by Lanca- 
shire’s troubles. But this would be a mistake. The 
British were as wrong as the Americans, though on the 
opposite side of the truth. It is now clear that Mr 


Butler’s budget of 1952 erred on the side of leniency. . 


His surplus, in the event, is going to be much too small. 


* 


It would be a misfortune if the American talk of a 
possible recession later in the year were to lead those 
in charge of British economic policy, instead of correct- 
ing their last year’s error, into repeating it. It is true 
that there is far too much complacency in this 
country (far more, and with less justification, than in 
America) about the methods by which an oncoming 
depression would be put to rout. “ Full employment” 
has become a magic incantation, as “collective 
security” was before the war. If the ogre appears, 
clever men have worked out exactly what resolutions 
have to be passed. Nothing is requited of you or me 
except a vote for the right party ; and if any dirty work 
has to be done, somebody else will do it. As for making 
preparations before the event, that would be provoca- 
tive defeatism. 

It may not be a moment too soon fo start amending 
this state of mind and to set about working out exactly 
what would be the impact on this countty of a sudden, 
large-scale, world-wide deflation of demand, and exactly 
what, in practical terms, should be done about it. But 
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this is still for the future, near or far, and 10 star 
putting the plans for an emergency (supposing ‘here tg 
be any) into actual effect before the emergency ty 
arrived might be, in economics a8 in diplomicy, the 
surest way of bringing it on. The plain and obvioy, 
fact of the moment, which only those do not recognise 
who will not see, is that the British economy }:2s beep 
greatly fortified by the policy of very gentle disinflatiog 
set on foot by the present government. The improve. 
ment in the balance of payments has been the mog 
spectacular effect—though also perhaps the one mogt 
assisted by fortuitous good fortune. But for the long 
pull, it is the improvement in the health of the domestic 
economy that is the most gratifying. And none of the 
disasters that were so freely predicted has arrived. Up- 
employment is still very low. The public is not out 
raged. Labotir relations on the workshop floor (whdf- 
ever they may be in the negotiating chamber) are 
generally happy. A sound discrimination between the 
worthwhile and the worthless is coming back. 

Surely the prescription must be to continue the treat- 
ment. A sharp eye must be kept open for changing 
circumstances, no doubt, but until they manifestly 
change, it would be a tragedy to relax or retreat. In the 
matter of the budget, this means that the Chancellor 
ought to reconstruct his surplus. There is perhaps 
no need to be over-rigid about this. It is the total of the 
national savings that matters and if by judicious con- 
cessions the Chancellor can stimulate private savings by 
as much as he reduces his surplus, he would be wise to 
do so—but only on satisfactory proof that the private 
savings will in fact be undertaken. Having persisted last 
year when there were so many who derided the policy, 
he should have no difficulty in adhering to it now when 
it speaks for itself. Quite possibly, this year’s budget 
may turn out to be the last that needs to be disinfla- 

, tionary. But that that is what it needs to be this year 
admits of no reasonable doubt. 


India’s Neutrality 


BY A CORRESPONDENT RECENTLY IN INDIA 


T the annual meeting of the Indian Congress Party 
last week, Mr Nehru gave the underlying reason 

for the attacks that the Indian press has recently 
been making on the idea that Pakistan-might join in 
any future Middle Eastern defence pact. Such a 
move, he said, could “ affect all kinds of balances and 
equilibrium in this country, Pakistan and South Asia.” 
In other words, by aligning a part of the Indian sub- 
continent directly with the military arrangements of 
the West, it would undermine the equipoise between 
East and West, the decision not to take sides—-in short, 
the neutrality upon which Indian foreign policy is based. 
Since no imvitation has been issued to Pakistan and 
the Middle Eastern.pact itself is not an immediate 
possibility, the Indian reaction may seem excessive and 


even wilful. Yet it can serve a useful purpose if it 


encourages the western powers to look more closely | 


and with more understanding at the fact of Indian 
neutrality. It is very far from being a scuttle from 
reality or a desire to keep out of trouble at 2!) costs. 
Some Indians would like their country to adopt a 
entirely inward-looking attitude, but Mr Nehru. whose 
views are decisive in the foreign field, is not an iscle 
tionist. The neutrality upon which his policy ‘s based 


springs from a genuine inability, at this stage. to see 


world politics in-terms of pure black and pure white; 
and this leads to the decision to attempt to*avoid aligt- 
ments and the taking of sides. 

This outlook appears supremely unrealistic 1° ay 
statesmen in-the West. In the United States, whee 
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the division of the world is often seen in rigid terms 
of good and evil, there is the added tendency to dismiss 
it as immoral. But, before judgment is passed, it is 
important tO ste things from the Indian standpoint. 
Alhouzh neutrality as a policy is being constantly 
moditicd, the ideas behind it are as inevitable at India’s 
present stage of development as was the American. 
rejection of “ entangling alliances ” in the early days of 
independence. 

The deepest strand in Indian thinking on inter- 
national! aftairs is still distrust of western colonial 
control. Almost the whole lifetime of India’s present 
eaders was spent struggling against the British Raj 
and today, although the old colonial empires have 
largely disappeared, any protest anywhere by local 
nationalists against their western rulers touches a chord 
in India whose vibrations silence everything else. At 
present, it is French policy in Indo-China and North 
Africa that is principally under attack. But the general 
identification of western policy with past and present 
colonial systems creates a perpetual undercurrent of 
uneasiness in India’s relations with the West. 


It is an irony of history that the United States, almost 
as aggressive an opponent of imperialism as India itself, 
should now find itself tarred with the “ colonial” brush. 
For this, the once potent influence of Marxist thinking, 
with its identification of capitalism and imperialism, 
is partly to blame. America’s postwar involvement in 
the Far East has also appeared to repeat the earlier 
incursions of the European powers: the fact that 
determined India not to sign the Japanese peace treaty 
was the related agreement granting America the right 
to maintain. troops and bases in Japan. But it is over 
China that mutual misunderstanding has been greatest. 
India’s present leaders feel a sense of profound kinship 
with China. They recall secular links between the two 
great civilisations, the conversion of much of China to 
Buddhism by Indian missionaries, the thousand years 
of peaceful trade and influence interrupted, in their 
eyes, by the irruption of the West into Asia. On this 
scale of historical memory, it was at first easier and 
more natural to see the Chinese Communists as men 
determined to end all «western control in. China than 
as totalitarians bent on @ new imperialism of their own. 


The remarkable fact of Indian policy in its first five 
years of independence is the extent to which these 
deep historical instincts have been balanced by the 
recognition, of mew realities in world affairs. The 
vision shown in Britain’s grant of independence has 
been rewarded by India’s decision to retain its associa- 
ton with the Commonwealth. The outstanding 
achievement of the American Ambassador, Mr Chester 
Bowles—now apparently and unfortunately to be re- 
placed—has been to ix the generous and liberal 


aspects of United States policy to India’s leaders. The 
American wheat loan, the beginnings of the Point Four 
prograrame, the imaginative assistance offered by the 
Ford Foundation have all reinforced the Ambassador’s 
Snergcic and successful efforts. 


” 
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At the same time, the Communists themselves are 
contributing to a steady modification of India’s ideas. 
The Chinese, not content with removing western 
control, have imposed their own by force upon Tibet, 
and there is a growing anxiety, particularly in West 
Bengal, over the number of Communist agents who 
appear to be active in the buffer states of Nepal and 
Bhutan. Soyiet Russia’s reputation is not enhanced 
by the new wave of purges and the Czech trials received 
great publicity in the Indian press. Many Indians were 
also dismayed by the fate of their compromise resolution 
an Korea at the last General Assembly of the United 
Nations, Its brusque rejection by Mr Vyshinsky before 
Peking had given either a private hint to Delhi or any 
public rejoinder suggested a sinister degree of Soviet 
control over Chinese policies. 


But it may well be that the actions of India’s own 
Communists will prove a decisive factor in Indian dis- 
illusionment. The flood of Soviet-financed propaganda 
continues. The direct incitement to all local Com- 
munist parties to oppose and undermine their own 
government contained in Stalin’s recent message to the 
October Moscow Congress was formally denounced 
in the House of the People as an “ interference in India’s 
internal affairs.” The local Communists in their turn 
do all they can to justify the denunciation. Typical of 
their activity is their plan to use a separate Andhra state 
as a base from which to extend the process of linguistic 
fragmentation. Agitators in the Carnatic districts of 
Bombay are already demanding separate statehood and 
the Communists are behind all attempts to disintegrate 
such existing states as Hyderabad into linguistic 
provinces. Mr Nehru is aware of this danger of disin- 
tegration in the South and last week’s Party conference 
declared against further experiments in statehood for 
the time being. The agitation is thus a constant 
reminder that, of all the great powers, the Soviet Union 
alone has no intention of respecting India’s neutrality. 


This surely is the point the western powers should 
recognise as the key to Indian foreign policy. There 
is only one government in the world which cannot in 
fact tolerate India’s desire for independent neutrality, 
and that is the Soviet Union, to which all nations are 
enemies unless they are satellites. The western powers 
only ask of India that it should be independent. Pro- 
vided it is a genuine independence which Indians will 
themselves defend, it is of no concern to the West that 
it should be known in India as neutrality. To ask for 
more than independence, to ask for alignments and 
allegiances in the cold war, is to ask for what is of 
limited immediate interest to the West and of deep 
historical and psychological difficulty to India. 

Certain western policies can no doubt hasten the 
growth of co-operation. In the economic field, the 
formulation of India’s sensible five-year plan offers the 
West an admirable opportunity for making available 
capital which India in-its present penury could only 
secure domestically by oppressive and undemocratic 
means. Against the unquestioned assistance that 
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Pakistan (if it is willing) could give in the Middle East 
should be set the strategic advantages to be derived 
from encouraging the growth in India and in Pakistan 
of a common defensive policy, against invaders from the 


north. It is true that the deadlock over Kashmir 
frustrates such a project, but there are Indians who 
argue that only by setting Kashmir in the wider context 
of the defence of India’s northern frontiers can any 
movement away from deadlock be secured. 
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But perhaps the greatest contribution that the weg 
can make to India is simply to understand wi;) sym. 
pathy what Indian neutrality really means and to ayoig 
all temptation to bustle or press or stampede t!\< Indian 


Government into attitudes-or alignments which ape 
historically and psychologically out of the cuestion — 
Such patience does the western cause no har:, for it | 
is one of the basic principles of diplomacy ©. refraig 


from asking for what will not be given. 


Plans for .the Country 


| T is only since the war that town planning has become 

town and country planning ; local authorities have 
been given the same powers to control development in 
the countryside.as they possess in the towns. The first 
clear indication of how these powers will be used is 
given by the development plans, prepared under ‘the 
1947 Town and Country Planning Act. Nearly all the 
county councils in England and Wales administer rural 
areas, and over half the counties are almost wholly rural 
in their general character. Thus problems of rural 
planning bulk large in the county plans. 

The first need of the countryside is the development 
of public services and the improvement of social facili- 
ties. A high proportion of parishes are still without 
sewerage systems and piped water supplies. Rural 
housing is generally poor in quality as well as inade- 
quate in quantity.. Poor transport facilities, a low 
standard of health and education services, the lack in 
many villages of even a proper hall or other meeting 
place, all add to the disabilities of rural life. These 
factors are, of course, well known and of long standing, 
and since the war, steady progress has been made in 
improving rural services. The importance of the new 
county plans is that they attempt to lay down a co- 
ordinated strategy for guiding rural development. 

The main difficulties of rural planning derive from 
the sparsity of the population. There is a false impres- 
sion that the drift of population away from the country- 
side, which has been going on for over a century, has 
recently been reversed and that rural areas are now 
gaining at the expense of towns. The 1951 census does 
indeed state that the proportion of the population living 
in rural districts has increased from 17.6 to 19.3 per 
cent since 1939, but these figures are misleading. The 
new planning surveys bring out very clearly that it is 
the areas near the towns, which are only formally rural, 
that have gained, in some cases considerably, in popula- 
tion. By contrast in rural areas proper, and in the 
remoter areas particularly, population has generally 
continued to decline. 

In order to retain labour in agriculture and to attract 
the new workers needed for a policy of expansion, it is 
vitally important to improve rural services ; but in many 
-parts-a larger population is itself a prerequisite for the 
economic provision of an improved range of services. 


Thus, many planning authorities are caught in ay 
awkward dilemma. As the Derbyshire plan states, “ the 
paradox presented in the rural areas of this county js 
that the demands for a higher standard of facilities and 
services are being made at a time when the capacity 
of the rural village to maintain the existing standards 
is being undermined.” 

In face of this difficulty, many planning authorities 
have adopted a twofold policy. They will insist, in the 
first place, that future development shall conform with 


an economic provision of public services. The sporadic — 


and isolated development which took place in many 
rural parts in the past will be restricted on grounds 
both of economy and amenity. It frequently involved 
a wasteful and costly provision of public services ; and 
it undeniably subtracted from the beauties of the 
countryside. In future the general order of events will 
be reversed. Instead of housing going where it pleased 
and public services lagging behind, the efficient 
development of services will largely decide where 
housing is allowed. 

In the second place, many authorities are striving to 
weave rural development into a satisfactory pattern of 
related settlements. Some have divided communities 


into three groups, consisting of local service centres 


(market towns), rural service centres (larger villages), 
and dependent villages or hamlets. The larger centres 
will provide secondary education, fire services, majof 
shopping requirements and so on, while the smaller 
centres will contain primary schools, health clin cs, and 
a proper community building. 


* 


These policies have certain obvious limitations and 
dangers. For one thing, they foreshadow a further 
decline of the smaller villages and hamlets. 


several similar villages to develop into a rural centre is 
bound to be invidious. The unfavoured villages wil 
feel neglected, although it can be cogently argucd that 


only in this way can satisfactory services be brought | 
Within their reach at all, The authorities must beware 


of too cavalier a treatment of the smaller units. The 


high cost of supplying some hamlets with sewerge * 


‘ . 


As the | 
Derbyshire survey points out, the choice of which of | 
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sot necessarily a sufficient reason for condemning them 
9 extinction. In the same way, the grouping of houses 
nto settlements to conserve land and avoid sprawf is a 
ound principle, but one that needs to be applied with 
ood sense and discrimination. Although it may 
‘enerally be best to provide cottages for farm workers 
" yillaces, some accommodation must be available for 
ockmen and others near their work. 
ese new policies should considerably assist the 
roverment of rural services. The question is whether 
hey can do so sufficiently to arrest the forces of rural 
jecline and foster an efficient agriculture. Several 
puthorities clearly believe that they cannot, and that 
xdditional population must be attracted into the 
ountryside in order to support a higher standard of 
rvices. Lincolnshire, for instance, would not accept 
he Ministry’s estimates of its future population for this 
ery reason and optimistically preferred to plan for a 
igher figure. 

The most obvious. prop of a purely rural economy is 
he introduction of some industry. The traditional 
ear that the result would be to deplete the labour 
esources of agriculture, although mention is made of 
t in some of the plans, is slowly going. In fact there 
seems to be no evidence that farm workers are harder 
0 obtain in the vicinity of towns than elsewhere. 

oday, rural depopulation is a more insidious cause of 
gricultural labour shortages than is the lure of indus- 
rial employment ; and in fact it is poor living standards, 
he product of rural backwardness, which do most to 
drive men from the land. : 

These facts are now more generally recognised than 
at the time when the Scott report propounded a narrow 
policy of rural conservation. Many authorities are 
anxious to attract light industries into market towns, 
although they do not often wish firms to settle in 
illages or the open countryside. The difficulty is that 
here are altogether too many authorities in search of 
ight, clean industries. The claims of rural areas, in 
terms of their need for employment, are well down the 
list below those of the development areas, the coalfields, 
the new towns, and some holiday resorts. It is notice- 
able that counties like Leicestershire, some of whose 
industrial areas need more employment, do not favour 
a policy of rural development. However, the settlement 
of even a few local industries in country towns, which 
is the most that can be generally expected, would have 


beneficial results. 


* 


The county plans also include several measures for 
Protecting amenities. Many authorities have defined 
ateas of special beauty in- which new development, 
although not prohibited, will be more carefully 
controlled than elsewhere. These numerous areas, 
ogether with those given the more formal treatment of 


designation as national parks, amount in the aggregate ~ 


‘0 a large part of the countryside. In them, normal 
Controls such as those over the appearance of buildings 
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and the display of advertisements will be more strictly 
applied. The protection of woodlands should be greatly 
aided by the control over felling now exercised by the 
Forestry Commission. To protect fine buildings ’ 
the Ministry has drawn up a long list of those of archi- 
tectural and historical interest, and any proposals for 
their demolition must be notified to the planning 
authority, which may then issue a preservation order. 
The difficulty is that such orders, which are being made 
with caution, cannot (quite rightly) compel the owner’ 
to keep his property in repair. 

Valuable as the protection of amenity undoubtedly 
is, the success of rural planfiing will be mainly judged 
by other criteria. The plans are at one in recognising 
that an efficient agriculture is the basis of rural pros- 
perity. Their anxiety to protect agricultural land is 
indeed sometimes pushed to the point of neglecting the 
needs of other land users. But it is true that the prime 
aim.of the plans must be to assist the improvement in 
living conditions, without which neither agriculture nor 
the countryside can flourish. 

On this matter, the plans must primarily rely on 
making an economic use of very scarce resources—on 
spreading the available facilities as skilfully as possible. 
The task would be considerably helped. by changes in 
the local government system. At present, as a detailed 
survey of rural Wiltshire recently revealed,* the areas 
of rural districts (and even of counties) do not corre- 
spond with the modern pattern of settlements, as shown 
in transport facilities, shopping habits, the activities of 
voluntary bodies and so on. There is much to be said 
for the creation of a new type of rural district, cach 
based on and including an appropriate market town or 
village centre. 

There is also a case for the re-rating of agricultural 
land as part of a wider measure of rating reform. At 
present, local authorities get no direct benefit from the 
increased prosperity of agriculture, and schemes of 
rural improvement are largely financed out of national 
funds by way of the Exchequer Equalisation Grant. 
This method of raising revenue is neither wholly fair 
nor really adequate. Moreover, re-rating should have 
a beneficial effect on food production by persuading 
farmers to make full use of their land. 

These measures would not of themselves overcome 
the difficulties deriving from sparsity of population. A 
big influx of industry or population into rural areas 
cannot be expected, and the aim of the authorities 
should rather be to create conditioris which will prevent 
any further decline. The difficulties are such as to 
justify special contributions from national funds 
towards the high cost of rural services ; but where such 
aid is given—if, for instance, electricity or any public 
utility is extended to rural areas at a loss—then the 
subsidy ought to be given overtly and a limit put on 
its size. The present plans do suggest, however, that 
much can be accomplished in the way of rural better- 
ment by prudence and foresight apart from such aids. 

* Social Provision in “Rural Wiltshire, by HL. E. Bracey. 
Methuen. 21s. 
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Notes of the 





Calm at Westminster 


ARLIAMENT has resumed work at Westminster in a 

peculiarly flat atmosphere. Some of the dreariness 
of the fogbound streets outside seemed to find its way 
into the Chambers, and the new term opened without any 
of the fire or fury that had marked Parliamentary life in 
the autumn. 

The most immediately controversial measure, the Steel 
Bill, on which work in committee is to begin next week, 
should have a smooth enough run now that the Opposi- 
tion have accepted an informal timetable of eight and 
a half days. The Tory backbenchers who threatened to 
make trouble over the proposed control of foundries under 
the Bill have been placated by Mr Sandys’s amendments. 
And even the combative Mr George Wigg decided, after 
the Speaker had ruled that there was no prima facie case 
of breach of privilege, not to press further the issue of 
Mr Pritt and the Kenya authorities. 


-' 


The House of Commons behaves, of course, in a highly 
unpredictable way, and trouble may break out at any time, 
particularly when Mr Churchill returns with his vigour 
restored by his Jamaican holiday. But there are other signs 
that we are in for a duller and more settled period at 
Westminster—at least for some weeks. The Labour 
Opposition no longer seems to entertain any hope that, 
by harrying tactics in the House, it can nag Ministers 
into an early election. Moreover, the Bevanite dispute no 
longer acts as an explosive force affecting Parliament as 
well as the Labour party. The present truce between 
Labour’s two wings in the House of Commons (though 
outside Tribune continues to do its best to keep the atmo- 
sphere poisoned) makes it no longer necessary for the 
Bevanite backbenchers to advertise themselves by goading 
the Government at every turn, nor for the erthodox leaders 
to be on their toes ready to outbid Mr Bevan on every 
tactical occasion that arises. And on the Government side 
the eagerness of a new. administration has undoubtedly been 
blunted by the events-of the last fifteen months. One has 
the sense at Westminster that both sides are preparing for 
a long, arduous haul, and are reserving their strength 
accordingly. 

The Labour leaders are, nevertheless, continually scan- 
ning the horizon for any signs that this calm may be 
broken by a sudden Tory election in the wake of the 
Coronation. The vehemence with which they recently 
attacked the use of the Queen’s photograph in a Tory 
constituency pamphlet reflects an anxiety that the Govern- 
. ment may be able to use the Coronation atmosphere to 
its own advantage. But at this stage there are no signs 
that the Tories have any such intention. 
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Week. 


Whiter Bread 

OLITICALLY speaking, bread-is dynamic. It hy 
P taken considerable courage to introduce even th 
partial realism into bread prices that will result from th 
Government’s decision to remove controls and subsidies og | 
cereals and feeding stuffs. The subsidies are to be tit, 
drawn on April 1st, and Government trading wil! end afte 
the next harvest. Flour for the national loaf—that is, floy 
of 80 per cent extraction—will thus lose its subsidy of i¢ 
per Ib; but millers will be able to produce whiter floy | 
at their own price. The bread subsidy, however, will tk 
increased to offset the increase in the price of flour. Thu 
the housewife will be able to buy a national !oaf at th 
old price, or whiter bread: at a higher price. Biscuits and 
cakes are not expected to rise in price because they ae 
already made from unsubsidised flour. But baking in the 
home will cost a little more. 

There will be a substantial saving of Government exper | 
diture ; the subsidy on feeding stuffs is running at {9 
million in the current financial year ; the subsidy on flow” 
is {10 million—a saving that will be partly offset by a 
unknown increase in the bread subsidy. In addition, som 
£500,000 can be saved on administration at the Ministries 
of Food and Agriculture. These economies are wel! wort 
making. It would in theory have been still better to remove 
the bread subsidy altogether, but it is wise perhaps not 
make the shock too sudden. The Government is certainly” 
showing considerable skill in raising prices to a realist 
level without incurring the charge that it is taking bread out 
of the mouths of the poor. 

The rise in food prices will not, of course, end with 
bread and home baking. The farmers have been assured | 
that the annual -price review will continue, and they wil 
demand that new prices for livestock products should offset 
the abolition of the subsidy on feeding stuffs. Their 
anxiety about their guaranteed prices seems to outweigh 
their pleasure that the limitations on their livestock produt- 
tion have been largely removed. Like the cons:mer they 
fear the plunge into the harsh but salutary realities of a 
unsubsidised world. 


* 


Leasehold Reform 


HE White Paper on leasehold reform, pul!shed 

Thursday, is in effect the Government's considered view 
(after thirty months and a change of governme™') 00 the 
final report of the Jenkins Committee. The chief is:ve befor” 
that committee was whether fesidential leascholde's should 
be empowered by statute to buy the freehold of prope! | 
they occupy, even if the ground landlord was unwilling © 
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two Labour members of the committee signed a 
report saying that they should. The majority 
leasehold enfranchisement (which is the 
uire the freehold) but divided 
ver tic extent to which a sitting tenant should have a right, 
-<piry of a lease, to its renewal. What might be 

\iberal section of opinion on the committee was in 
- civing such a right, subject to safeguards for the 


decided igainst 


andlor! and to the fixing of a new rent. The conservatives 
wanted, n substance, to leave the leasehold system alone. 
The Government has now plumped-for the middle course. 
Leaseho J enfranchisement is not rejected in principle, but 
in the course Of a long argument (sustained with a neat 
jucidity {ar above the standard usual in such documents) a 
convine agly formidable list of practical difficulties is piled 
up agaist it. But small residential leaseholders are to have 
the righ: subject to safeguards) to convert their leaseholds 
into statutory tenancies under the Rent Restriction Acts. 
The chict point here is the new rent to be charged, the 
determination of which the Government proposes to leave 


to the County Courts, telling them merely that it should be 
reasonabie. 


* 


This is undoubtedly the right general line for tackling a 
complicated matter. It will not, however, take the politics 
out of it. The urgency arises from the fact that a large 
number of 99-year leases of working-class houses, created 
in the middle of the nineteenth century, are now falling in— 
indeed, many of them would already have fallen in but for 
the standstill Act of 1951, which is to be extended to 
Christmas, 1954. If these leases were allowed to terminate 
in the normal way, the tenants would find themselves faced 
with higher rents, often considerably higher. But so they 
will under the Government’s proposals. And under the 
scheme of the two Labour members of the Jenkins Com- 
mittee, they would escape higher rents only at the cost of 
raising capital sums to buy out the ground landlords. An 
outcry is thus inevitable in any case, and all those who hold 
that a working man ‘must never, in any circumstances, be 
asked to pay more for anything will get very indignant. But 
since the difficulty arises from the fact that these tenants 
have for many years been paying mid-Victorian rents, it is 
difficult to see why they should be protected from the fall 
in the value of money. 

The White Paper also contains proposals, which should 
not be contentious in principle, for strengthening the 
position of the business leaseholder in securing an extension 
of his lease. Special provisions also have to be made for 


Scotland 


* 
General Neguib’s Purge 


e) the night of January 16th, General Neguib and his 
J ity committee struck a blow at an unexpectedly 
wide range of their adversaries, at army rivals as well as 
at political parties. The main targets were three: a group 
of disaffected officers, the Wafd and the Communists. 
Among the officers, the motive seems to have been a bid 
for personal power, As to the Wafd, trouble had arisen on 
ts classic stamping ground, that is among the university 
Students who had, since January 12th, been commemorating 
the death of their “martyrs in the struggle against Britain 
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a year ago.” For years Wafd leaders such as Serag-ed-Dia 
have been accustomed to pay piastres to the students to 
make trouble ; no doubt Neguib suspected that they had 
not abandoned the habit. There is as yet no evidence of 
collusion between the army plotters and the Wafd. Lastly, 
there was a chance that the Communists might use January 
26th—the anniversary of the burning of -Cairo—for a 
demonstration ; so they too were swept into the bag. 
Leaders were arrested and the political parties banned. 
The timing of the coup is interesting: General Neguib, 
on coming to office in July, assumed plenary powers for 
six months, after which, he had always said, he intended 
to hold elections. Those powers were to lapse yesterday ; 
now, as part of his latest act, he has caused his cabinet to 
extend them to cover a full year on the plea that the regime 
is in danger. A four-day national celebration of his July 
coup is going on this week-end and it will ‘cover—on 
January 26th—the anniversary of the Cairo riots. Trouble 
was to be expected then and and can now be nipped in the 
bud. The celebrations are to include a presentation of the 
first of the new ten-year residence permits to foreigners, a 
gesture that is doubtless intended to efface memories of the 
danger to which they were exposed this time last year. But 
it should not be taken to display any change of heart towards . 
Britain over either the Canal Zone or the Sudan. 


* 


Mossadegh’s Dangerous Deal 


oe at the moment when Dr Mossadegh, in Teheran, 
was worsting Mullah Kashani and securing a Majlis 
vote to extend his extraordinary powers for a year, scenes 
of excited rejoicing were taking place at Abadan. The 
tanker SS Miriella of 3,457 tons, chartered by the Italian 
firm of Supor, had arrived to take some oil ; and a score of 
cows and sheep were sacrificed on the dock side to bless 
her journey home and her cargo. The transaction may, 
as it happens, turn out rather awkwardly for Persia. 
Undoubtedly it suits the ship’s charterers; they have 
hastened to send her at this moment because they have paid 
a deposit to the National Iranian Oil Company-on a contract 
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binding them to take 60,000 tons of oil by January 31, 1953, 
as a condition for transacting subsequent annual purchases 
of 2,500,000 tons. The other day they altered the contract 
to one of a “token purchase” only this January. The 
voyage of the Miriella is the token. 

Her charterers (who have no connection ‘with the firm 
that hired the Rose Mary) are determined to avoid that 
tanker’s fate. The Miriella is said to be bound for Genoa ; 
but one of the parties interested in the deal is an Italian 
coal importer named Benati, once a considerable importer 
from Britain, who is now doing business largely with 
Poland. If she has loaded the kind of oil she burns the 
tanker may run straight for the Polish port of Gdynia—via 
the Cape if necessary—to, make a triangular deal of which 
he represents one. side. 

The question for Teheran is whether this success in dis- 
posing of-a penny packet is worth while. The Battle Act 
must not be forgotten, with its programme for the denial 
of strategic goods to the Soviet bloc. The Act lists the 
strategic goods and in its Category B (the category of goods 
that must not be exported unless the President exempts the 
supplier on exceptional grounds) includes “all basic 
petroleum products .from the crude to the refined stage.” 
That is to say, both Persia and Italy, by the act of supplying 
Poland, could incur the penalty under the Act—which is 
withdrawal of American aid. This, in the case of Persia, 
would include Point Four goods and services. 

If the tanker makes for Genoa, the Italian authorities are 
said to be worried about the legal aspect of Supor’s deal 
and are not ready to grant an import permit, or even a 
transit permit for her cargo. If she goes to Gdynia, ‘the 
average American will certainly not want to contribute 
towards the grants-in-aid that Dr Mossadegh needs—and 
knows he needs—from the United States if he is to save his 
regime. The cows and sheep were surely sacrificed under 
a misapprehension. 


* 


Neither Putsch nor Mare’s Nest 


T is natural and proper that the House of Commons 

should ask the Foreign Secretary to show justification 
for arresting former leading Nazis without at once facing 
them witha specific charge. It is also understandable that 
Dr Adenauer should be at pains to impress upon the public 
at home and abroad that the country and his.government can 
be trusted not to fall victims to neo-Nazism. The German 
political leaders whose parties have been infiltrated by 
Nazis are also naturally anxious to deny that they have 
been too complacent. Finally, given the German idée fixe 
about British malice, it was to be expected that the man-in- 
the-street would at once conclude that the British had some 
subtle motive connected with their traditional desire to 
harm Germany as a commercial competitor. 

Nevertheless, too much should not be made of these 
reactions to the High Commissioner’s move. It is wrong 
to suggest that the Federal government itself could have 
taken action to prevent Nazi wirepulling in parties belong- 
ing to Dr Adenauer’s coalition. It is, moreover, highly 
doubtful whether any German law exists that would: have 
allowed the Federal police to take such action, even if it had 
been politically feasible. As for the man-in-the-street, even 
if he believes that the British acted for the wrong motive, 
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he will not for that reason be filled with | 
arrested men. 

The British can, on the whole, be satisfied with the fac 
that the German trade union federation and the Soci. 
Democrats have approved their action, becauc for ¢ 
German who approves aloud there are many more who 
do so in private. Indeed, there are plenty of Germans who 
continuously repreach the British for complacency in the 
past towards Hitler. The neo-Nazi revival (which js sue 
veyed on page 213) had roused considerable anxiety amp 
democrats. “‘ Has everyone forgotten the past already. » 
home and abroad?” asked one leading political writer jg, 
Christian-Democrat journal when the first reports of the 
Naumann group’s activity leaked out some time ago, 

One obvious mistake, however, has been made by the 
British authorities. Their original communiqué, whig 
spoke of Nazis “plotting to regain power” was tm 
dramatic, and the evidence will probably prove to be g 
anti-climax. Mr Eden has toned down the phraseology, anj 
shown that the Nazi threat is not immediate. It would 
a pity if the British action were made to appear unjustified 
simply because no sensational plot for a Putsch or fy 
setting up a perfect reproduction of Hitler’s party were 
be revealed. 


ity for the’ 


* 
Return to Flogging ? 


ORPORAL punishment, like capital punishment, cuy 

across party divisions. Nevertheless, many Consene 
tives favour it, and the private member’s Bill to restore and 
extend the judges’ power to impose it as a sentence my 
embarrass the Government, just as the Labour Government 
was embarrassed in 1948 by its supporters’ determination 
to abolish capital punishment. Before Mr Bullus’s Bill wa 
published, about 70 members had put their names dow 
to a motion calling upon the Government to restort 
flogging. 

It is to be hoped that the Government will do no sud 
thing. Such evidence as exists on this issue was examined 
exhaustively by the Cadogan committee before the wat, 
which recommended unanimously that corporal punis 
ment should be abolished. Over nearly a century it can be 
shown that the amount of crimes of violence bore m 
relation to the sporadic increases in sentences of flogging 
that took place as a result of public outcry or judicil 
idiosyncrasies. When Parliament abolished corpotl 
punishment in 1948, it did not do so out of an over-tendet 
regard for the criminal. It did so because disinterested 
opinion on penal reform, in this and most other countrits 
had long ago decided that there are more effective ways 
of deterring the vicious criminal. 

Opponents of corporal punishment agree with i 
supporters in deploring the big increase in crimes 
violence since the war—while also pointing out that thos 
crimes that were floggable before 1948 have declined. But 
they maintain that the best way to deal with crime 1s © 
prevent it, by insisting on a stronger police force, and 
where it cannot be prevented to remove the wot 
criminals from society for a long time. Fundamental 
however, the question of corporal punishment, like that o 
capital punishment, is decided by most people emotionally 
and instinctively. There are those—the Lord Chief Just 
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is evidently among them—who feel that people whe do 

‘o others should have violence done to them by an 
outraged society. There are others—an af he Economist 
js among them—who feel that the judicial infliction of 
corporal punishment, with all its attendant publicity, is 
primitive and degrading, and can only do harm to the 
society in whose mame It 1s carried out. 


violence 


* 


Sport on the Sabbath 


RIVATE members are certainly doing their bit at present 
Pp to stir up the political calm with a little controversy. 
Mr John Parker’s Bill to brighten up the English Sunday 
should produce a lively second reading debate on January 
goth. The Bill would repeal most of the Sunday Observance 
Acts passed in the seventeenth and eighteenth centuries, and 
would re-enact the Sunday Entertainments Act of 1932 
to extend to theatres:-the k -al option that now applies to 
cinemas. It would lift the ban from sports and games 
that are now forbidden on Sundays, but would not affect 
the closing of shops. 

The opposition to this Bill will be formidable. In the 
House, opinion will be divided along geographical rather 
than party lines. The sabbatarians are strongest in Scot- 
land, the North, Wales and Northern Ireland ; and although 
the Bill will not apply to Scotland and Northern Ireland, 
their representatives will have a chance to keep the 
Sassenachs in the way they should go. The non-conformist 
conscience is more active among Labour than Conservative 
members, but many members may hesitate to embrace a 
cause whose supporters are so much less vocal than its 
opponents. The Musicians’ Union and the variety artists 
support the Bill, and so perhaps will the actors now it is 
clear that their six-day week is safe. But the Lord’s Day 
Observance Society is a formidable adversary. 

It will be a pity if the combined forces of sabbatarian 
zeal and political caution are too much for reason and good 
sense. As'Mr Parker has pointed out, the present ban is 
both illogical and uncertain in its working. People can 
watch television plays on Sundays, although they cannot 
go to the theatre ; a cricket match can be played between 
two teams in the same parish, but is illegal between the 
teams of neighbouring parishes. Some of the existing law 
is ignored, or would be, but for the watchfulness of the 
Lord’s Day Observance Society ; as it is, enforcement is 
haphazard. The disappearance of the English Sunday 
would be a great comfort to foreign tourists.' People who 
want to keep their Sundays according to the strict letter 
of the Fourth Gommandment should be free to do so ; but 
for the rest some of the “ restrictions on personal freedom,” 
as the Bill’s explanatory memorandum justly calls them, 
should certainly be removed. 


 . 
Another Push for Dockers 


HE National Dock Labour Board is once more trying 
Kindness_in its efforts to get rid of some 10,000 
unwanted dockers, Its first gentle move met with no success. 
nly 300 men or so have availed themselves of the scheme, 
Started seven weeks ago, by which they can apply for other 
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work without losing their places on the dockers’ register. 
This unwillingness to move is partly due to the dockers’ 
optimism about better times ; but they certainly have no 
reason to expect an early return to the 1951 volume of 
trade. Another reason is that other work is not easy to 
get. This is especially true on Merseyside, but it applies 
elsewhere also. An ex-docker can only be an unskilled 
worker, and of these there is no shortage. Prospects of 
work for unskilled workers in the next two years are 
uncertain, and the men naturally hesitated to try the 
hazards of the labour market when, under the first scheme, 
it might be two years before they could be reinstated as 
dockers. By that scheme a man who wanted his name 
restored to the live register in 1953 or 1954 would be so 
reinstated only if there were enough work for him ; ulti- 
mately he would have the right to be reinstated whether 
there were work or not—but not until January 1, 1955. 
Under the modified scheme, however, he can be released 
for as little as three months ; and if he has failed to find 
work—or lost it—he can return to the safety of £4 8s. 
a week. 


This is a meagre income for a family, and dockers 
drawing fall-back pay cannot apply for the dole or national 
assistance. Now that release will be a less hazardous 
business, more dockers will think it worthwhile to call at 
the local labour exchange. But there seems no hope that 
the board will get rid of 10,000 of them, or one-eighth of 
the labour force, in this way. The employers cannot be 
asked indefinitely to finance so much idleness, and the next 
step may have to be to negotiate with the union for the 
dismissal of most of, the dockers who were recruited to 
deal with the exceptional traffic of 1951. 


* 
Fresh Formulas at Strasbourg 


HE debates at Strasbourg on the formation of a six- 
- nation European political community have been clouded 
by such phrases as “an integration of integrations ” ; and 
they have not been made easier to follow by the fact that 
no less than three different assemblies were involved—that 
of the Council of Europe, that of the Coal-Steel Community, 
andthe ad hoc assembly, set up by the latter to frame 
“ little Europe’s ” new political constitution. But through 
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the fog certain developments have emerged. To the surprise 
of miost observers, the ad hoc assembly altered its. own 
committee’s proposals so as to give the proposed political 
community a more—not less—federal character. It decided, 
for example, that the European parliament should be able 
to dismiss its executive by a simple. majority vote instead 
of by one of two-thirds. It also decided that seats in the par- 
liament should be allotted roughly according to population, 
although the three smaller nations naturally fought hard to 
keep the original clause, which would have given Belgium, 
for instance, nearly half as many seats as France. This and 
other amendments were adopted only by small majorities. 
They cannot be said to improve the prospects that the 
whole project will be successfully carried through the 
national parliaments of the six nations. 

However, one source of friction about the relation 
between the six-nation Little Europe and the fifteen-nation 
Council at Strasbourg has been eliminated by the rejection 
of the idea that meetings of the Six should be attended by 
observers from the other nine. Instead, the ad hoc assembly 
has now propounded two more acceptable devices: first, 
annual meetings between the big and little Assemblies, as 
proposed by M. Monnet and Lord Layton ; second, regular 
and statutory consultations between the executive and 
Council of Ministers of the Six and representatives of the 
nine. If the second of these proposals is realised, it will be 
a long step towards the “ consultation before action” on 
which so much of the success of the European experiment 
depends. It may yet be possible for countries like Norway 
and. Britain, which do not wish to be full members of a 
federated Europe, to become members concilium causa. 


* 


Preserving the French Army 


N order to assess the present chances of the European 
Defence. Community one must understand what 
M. Mayer, the French Prime Minister, means when he 
speaks of preserving “the integrity of the French army ” 
within a European framework. The French are unwilling 
to see their national army transformed into an essentially 
non-natiofial force in a European uniform and with: a 
‘responsibility to foreign officers. The reason lies partly in 
the French military tradition, built up through centuries 
of glory, and which still subsists strongly. Moreover, 
the conception of Europe as a unit has not yet taken on 
reality in the mind of the average Frenchman. His 
traditional disregard of foreign affairs and tendency to 
parochialism make it highly unlikely that recruiting posters 
for a European army would be received with anything except 
puzzlement or derision. Finally, the French legitimately 
consider themselves as a colonial empire with vital commit- 
ments overseas. This makes it necessary to keep a large 
colonial army beside a European one. If this results, how- 
ever, in separate recruitment, different pay-scales and 
uniforms, the French feel that the integrity of their forces 
would be lost, whereas the Germans would build up a single 
and unified contingent. 

On the ‘other hand, both M. Mayer and M. Bidault, the 
Foreign Minister, understand perfectly that a European 
army is the only alternative to a German army under looser 
Atlantic supervision. Therefore, they are trying to work 
out a compromise arrangement. Among many schemes 
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under consideration is one whereby French rec: uits woyg 
enlist for periods of service in both the colonial and the | 

armies. Units could be rotated as ; whole, pe 
individual officers at various echelons could be alternates 
between both services. This would give Fren-) troops 4 
certain measure of esprit de corps with other European unity - 
whilst preserving their own character and integ:::) through 
a tradition of colonial service. The practical difficulties of 
this scheme are not insurmountable, but it is no: clear how. | 
it is to be reconciled with the abolition of a Germ.n nationg 
army—which, after all, is one of the principal Purposes of 
the defence community. 


%5 
Ripples from the Kremlin Plot 


N eastern Europe attacks on “ Zionists and bourgegis _ 
nationalist Jews ” are not an entirely new development; 
and people have long been hearing hair-raising stories of the — 
activities of western intelligence agents. The response of 
the satellite press and radio to the Kremlin doctors’ plot 
came out, therefore, reasonably pat and along the obvioy | 
lines. ~The Hungarian Szabad Nep went so far as to point © 
out that “a lack of vigilance and gullibility ” were particu 
larly dangerous in Hungary, where the people were “les — 
experienced ” than in the Soviet Union. Presumably the 
predominance of Jews among the leading Hungarian Com — 
munists makes Hungary’s reaction to the Kremlin plot © 
especially sharp. The only overt action so far, which is © 
clearly connected with Moscow’s announcement, has al» 
been taken in Hungary where Mr Lajos Stoeckler, president 
of the Hungarian Jewish Community, has been arrested. He 
is accused of having been in touch with “ Joint,” the 
American Jewish relief organisation involved in the Kremlin 
plot. This is no doubt true enough ; Hungary is reported 
to be the only satellite in which Joint relief funds have 
recently been distributed through the agency of local Jewish 
bodies. 

This week's trial of ten “ spies” in Sofia charged with 
preparing “an imperialist aggression’ against Bulgaria, 1s 
unlikely to owe anything to the Kremlin plot. It is one more 
in the series of spy trials which have become commonplace 
events throughout eastern Europe. But it fits in well with 
Moscow’s call for increased vigilance against enemics from 
without ; in Poland, the revelations about the relations 
between the underground movement, WIN, and British and 
American agents, which has been occupying the Po!ish press 
for several weeks, have already been linked with the plot 
in the Kremlin. 


* 
Running Down Groundnuts 


ERY little is left of the East African groundnut scheme. | 
V The report of the Overseas Food Corporation for | 
1951-52 shows a drastic reduction in European staff and 
a further scaling down of operations. Under the ‘1m of | 
the White Paper issued nearly two years ago by the [about — 
Government, the corporation was allotted £6 million ovet 
a seven-year period. This was to serve two purposcs: — 
the running down of the vast organisation originall\ estab 
lished and the liquidation of its unfortunate commitncn's 5 
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The most versatile accounting 









A COMPLETELY NEW 
MEANS TO SPEED 
OFFICE PRODUCTION 


AND CUT OFFICE COSTS! 


HOW MUCH.OFFICE TIME AND 
LABOUR can the Burroughs Sensima- 
tic save your business? The answer’s up 
to you —for there is practically no limit 
to the work this entirely new “business 
tool’ can do. Many different posting 
operations for a small firm, or a huge 
volume of work on one peak posting 
operation for alarge firm, the Sensimatic 
takes the lot—with never a moment 
lost between changes in application. 
The key to this astonishing flexibility 
is the principle of “sense plate’ con- 
trol, which directs the machine through 
every mathematical function and every 
carriage movement. Each plate (or 
unit) controls up to four different post- 





Burroughs B) tities 
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ing jobs, and to change from one unit to 
another is a matter of seconds only. 
Call Burroughs about the Sensimatic 
today. You'll be surprised at the low 
cost of this incomparable Accounting 
Machine. 

Like every record-keeping machine 
in the wide Burroughs range, its day- 
by-day efficiency in operation is guaran- 
teed by Burroughs Service —the expert 
maintenance men who are trusted, 
welcome visitors to thousands of busi- 
ness houses. 

Burroughs Adding Machine Limited, 
Avon House, 356-366 Oxford St., 
London, W.1. Sales & Service offices in 
principal cities. 







makes accounting move 





machine ever made 


The ‘“‘sense plate” controls 
automatically up to fou 
Separate accounting proce 
dures in any combination 


practically all 
accounting jobs 


At the turn of a knob, the Sensimatic 
switches from one accounting opera 
tion to another. One moment you are 
on Accounts Receivable (say), the next 
on Stock Records. And so on, up 
four different accounting operations 
for each Control Unit. Payroll; 
Stores; Costs; Sales, Purchase and 
General Ledgers; Dividend Warrants; 
Statistical Analysis . . . the Burroughs 
Sensimatic speeds them all. 
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. attempt “ to establish the economics of clearing and 


an jonised Of partially mechanised agriculture under 
tropical conditions.” — ~ 

The first operation has proceeded according to plan. 
Kong. a, which under the corporation had grown from 
not! into a small town, has been handed over to the 
Tang nvika Government—which, however, has little use 


for it except its school.and hospital. But the economics 
of mchanised agriculture under tropical conditions are 


evidely still far from being established. The report states 
that |< agricultural trading account presents “ a disturbing 
picture.” and that much more has to be learned of the 
basic agricultural principles to be applied in the southern 
province and at Urambo before the estimated crop yields 


of groundnuts can be obtained. In both these areas, there- 
fore. operations are to be slowed down compared with the 
progra nme envisaged in the White Paper. 

The Government’s reactions to this report will be inter- 
esting. In Opposition, the Conservatives were critical of 
the revised scheme lest it should lead to good money being 


thrown after bad. The report, however, provides some , 
justification for continuing the scheme for at least a year » 


longer. At Kongwa, the trading losses in the last two years 
would have been eliminated if the area did not still have 
to bear a disproportionate share of the scheme’s overhead 
costs, and similar results may be obtained in the other two 
regions after a further year or two of cautious progress. 
The present scheme can never be described as anything 
other than an expensive experiment. But on the whole 
the arguments. ate in fayour of reprieve rather than com- 
plete abandonment—which is itself a costly process. 


*. 


. 


The Industrial Fabric 


HE latest PEP broadsheet on the structure of industry* 
T is informative, up to date and stimulating. It is con- 
cerned with the forces that bring about, on the one hand, 
a concentration of industrial control in the hands of com- 
paratively few dominating firms in each industry and, on 
the other, a diversification, within many large firms, of 
productive activity. Of this diversification, the chemical 
industry affords the most striking example, but it is also 
found in a wide-eange of other industries from distilling to 
the manufacture of motor windscreens. The notion of “ the 
industry ” as a compact and self-contained entity is, in fact, 
increasingly obsolete. The broadsheet can do no more 
than touch lightly on the particular influences favouring this 
double process. The growing importance of organised 
research which only the large firms can carry as an 
overhead ; the pressure of death duties on the private 
company ; the favourable position of the large enterprise 
with plenty of steady bread-and-butter lines to offset the 
Possible failure of a pioneering ventiire ; all these help to 
account for a state of affairs in which dynamic technical 
Progress and large scale are increasingly closely linked. 

The implications of all this are obviously highly important, 
and the authors’ plea for a fact-finding statistical survey, on 
the lines of the investigation by Mr H. Leak and Mr A. 
Maizels, published in 1945 and based mainly on the 1935 
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census, deserves response. Any such study, however, should 
extend its scope. If the idea of “ an industry ” is beginning 
to melt disconcertingly at the edges, the idea of “a firm” 
is also losing its traditional content. ‘The bigger “ the firm,” 
and the more diverse its products, the greater the degree 
of autonomy and initiative which it is wise to bestow on its 
component enterprises and sections. Concentration into 
larger legal entities may thus go with a much looser conirol 
of policy than many legally independent firms have to accept 
from officialdom, from an active trade association, or from 
their suppliers or customers. The management of an 
Imperial Chemicals or Tube Investment subsidiary is in 
most respects quite as independent as the proprietor of a 
tied filling station, a grocer dispensing rationed goods, or a 
chemist subject to the operations of a stop list. The 
question of what constitutes an economic entity, and of how 
economic power is transmitted through the whole of 
industry, is at once wider and more complex than that of - 
legal ownership. 


* 
Rubber for Chinese Rice 


EYLON has been criticised of late, both by the United 
States and members of the Commonwealth, for its 
rice-rubber pact with Communist China. Ceylon has to 
import some 400,000 tons of rice a year, in the face of 
rising prices and the demand for payment in dollars. The 
promise of 270,000 tons from China is therefore of major 
importance to the Ceylonese Government. By baiting its 
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hook with relatively low rice prices, the Peking government 
hopes to obtain rubber that is urgently needed for, among 
other things, the Korean war. In this very fact there are 
several dangers. If the Korean war ended, rubber would 
no longer seem so attractive and the rice might not be 
forthcoming. If, on the other hand, the war became intensi- 
fied, the Americans might blockade the China coast and 


intercept the rice shipments. Even the positive advantages ~ 


of a guaranteed Chinese market for 50,000 tons of Ceylonese 
sheet-rubber a year are being questioned. Other markets, 
offering potentially higher prices, might be lost and the 
United States might boycott the import of Ceylon’s other 
kinds of rubber. 

Supporters of the pact in Ceylon rely on the Chinese rice 
arriving without interruption over the full period foreseen 
in the negotiations. If it does, then they may have been 
justified in ignoring the political implications of the deal, 
which is being made much of by Communist propaganda. 
What damage may be caused to its rubber export-trade— 
the second most important item in an economy based on 
agricultural exports—remaims to be seen. The whole 
incident strikingly illustrates the difficulties that face any 
attempt to get common action by governments of the free 
world against the Communist bloc. 


* 
Pre-atomic Men 


N his State of the Union message. earlier this month, 

President Truman spoke of Lenin as “a pre-atomic 
man” who looked on history and society through pre- 
atomic eyes. Instinctively, one waited for the Communist 
reaction to so outrageous a piece of scepticism concerning 
Lenin’s omniscience. When a week had passed, however, 
one began believing that the Communist propaganda 
machine had, for once, stopped this side of reason. No 
comrade cared to assert that some long neglected hero of 
Russian science had already invented the atomic bomb in 
Novosibirsk in the 1860’s. But it proved a false lull, and one 
had not:counted with Professor J. D. Bernal, FRS. Writing 
in Pravda, on the occasion of the twenty-ninth anniversary 
of Lenin’s death, Professor Bernal announced that Lenin 
had “ understood the potentialities of atomic energy for the 
cause of progress long before the possibility of its use for 
destruction became apparent to American. capitalists.” 
Describing Lenin as “the greatest among the great 
scientists of his time,” Professor Bernal explained that 
whereas other scientists, such as Pasteur, or Maxwell, or 
Einstein perhaps, saw only this or that aspect of reality, 
Lenin “ saw all.” 

It may seem a pity that Moscow should find an English 
scientist at its command when the occasion arises for yet 
another. travesty of the scientific spirit. But really, the 
stupider the Bernals contrive to be, the better for science 
‘jn the non-Stalinist sense. _ 


* 


Spending Under: Survey 


HE long-awaited official inquiry into household spending 
T starts next week. During the next twelve months 
20,000 households (one out of every 750) will be. asked 
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to keep an account of exactly how they spend their mon 
during three consecutive weeks. When the last [11] sury 
was made, fifteen years ago, all the households taking ‘a 
recorded their expenditure in four separate weeks » 
quarterly intervals and a continuous record was op) 
obtained from some for clothing expenditure. This a 
different households will record their spending at differen; 
times of the year, so that a complete twelve months wij 
be covered—although by a smaller number of households 
But the most important change is that the new survey wil 
take in all classes of households, whereas the 1938 on 
was confined to those of wagé-earners and salary-carnen 
then paid less than £250 a year. 

The main purpose of this survey is, of course, ‘0 provide 
the basis for a more satisfactory index of the cost of living, 
This new index is hardly in sight yet, since it will be 
about two years before the budget results are available 
But the Government has already announced its intention 
to publish only one index, which will relate to both wage. 
earners and salary-earners within some such income limits 
as {150 to £1,000 a year. Confidence in this new index 
will depend on a full release of the details about the 
variation in spending habits between different groups, 
Otherwise it may well be. that in attempting to provide 
a single index to cover most people, the result may. in fact, 
satisfy none. 


Ss .sSssSiseteeitssshsssesensssenn-ssssnseenensetaanee 


Empress of the French | 


The new Empress of France has been chosen. Louis || 
Napoleon, having made at least one offer to connect 
himself in marriage with the continental Sovereigns and 
been rejected, has adopted the resolution of choosing a 
wife from beyond their narrow circle. The lady he has 
selected is Donna Eugenia Montijos, of Spanish origin 
by her father, the late Duke of Panamando, and of Irish 
origin by her mother, a Miss Kirkpatrick, daughter of a 
gentleman formerly Consul at Malaga. She is in her own 
right Countess Theba, and has very considerable personal 
attractions. For some time she has been living with her 
mother at Paris, and has attracted much of the Emperor's 
attention. At length he has formally demanded her in 
marriage, been accepted, and in a week or two Countess 
Theba will be Empress of France. . . . Remembering how 
little advantage Napoleon gained by his marriage with 
Maria Theresa (sic), how much she was disliked while her 
predecessor was almost adored, it was calculated to excite 
surprise that Louis Napoleon ever, thought of marrying 
into any of the ancient Royal families of the Continent. 
He reigns rather in spite of them than by their consent. 
He derives his power from popular support and popular 
sympathies ; to retain it he must preserve them: while 
they are now effectually deprived of them, and un!ortu- 
nately make it their chief business to despise them. 
Whatever may be the real source of his influence, he 
pretends to derive his power from a popular ele-von; 
nor can it be denied that he has appealed to the people, 
and, according to the fashion of Frenchmen, they ‘ave 


given him an almost universal support. . . . / hey 
may now regard him as their instrument; bi if 
he were to form a matrimonial alliance with one o! the 


continental Sovereigns, his people might suppose ‘hal 
he sought to establish his throne by foreign assisiance; 
and might turn against him. 


The Cronomist 


January 22, 1853 
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Western Stake in 
Indo-China 


Sir--Will you allow me to make the 
foll wing remarks concerning your recent 
_? 
. The only manpower available to 
support French Union troops is to be 
found among the Chinese forces training 
on Formosa. These alone could provide 
the half a million men without which, as 
Marshal Leclere pointed out as early 
as 1946, no military decision could be 
achieved. These troops: would, at the 
same time, be able to use northern 
Indo-China as a perfect base of opera- 
tions against China itself. 

Are you prepared to suggest this 
course ¢ 

2 French opinion, at this juncture, 
will not easily be persuaded to lift the 
bin on sending national servicemen to 
Indo-China. Such a measure would lead 
) serious troubles in France. Moreover, 
the necessities of defence in North Africa 
might deter any government from taking 
sucn 4 step. 

[ see no evidence, as yet, for your 
opinion that within two years “ Indo- 
China should be won or lost.” All things 
renaning equal, the war might last 
inother seven years, although I agree 
thar further deterioration would take 


? 


Finally, I wonder why you do not 
1 the possibility of a peaceful 
nent, of a negotiated peace. I would 
inimise the difficulties, but they do 
not seem worse than those of your pro- 
posals. Vietnam might be  encour- 
azed to accept a neutral status between 
East and West, with the guarantee of the 
Big Four or the United Nations. Objec- 
tions to neutral policy in the West 
should not be merely carried over to the 
settlement of Far Eastern problems.— 
Yours faithfully, = RoGerR Pinto 
The University, Lille 


How to Start Saving 


Sik—Lord Brand rightly points out that 
only a proportion of the funds freed by 
using an increased budget surplus for 
debt repayment would be available as 
“tisk capital.” But this is hardly an 
irresistible argument from the pen of one, 
like himself, whose own chosen solution 
is ower direct taxation upon individuals. 
For this solution is open to precisely the 
same objection. A proportion of any 
lax romissions granted to the relatively 
well-1-do would no doubt be saved, but 
equally certairily a ion would be 
spent. And of the proportion saved, a 
part, Out again only a would no 
doubt be available for purchase of 
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The honours between Lord Brand 
and Mr Jay might therefore seem equal. 
But not quite, for that part of a budget 
surplus which is not available for equity 
investment still constitutes savings in a 
more general sense, and as such is of 
considerable national value, whereas that 
part of a tax concession which is not 
saved directly increases consumption at 
a time when this may be highly undesir- 
able. Furthermore, there are the dis- 
tributive implications of Lord Brand’s 
policy to be considered. How great a 
retreat from equality would be required 
to meet the need for risk capital from 
traditional] private sources ? None of us 
knows, and we are to that extent arguing 
in the dark. But I suspect that it may 
well be so great as to be politically 
impossible for any government today. 

What then is the solution? In part 
perhaps it may lie in more public owner- 
ship, or, at any rate, in the placing of 
the securities of many large well- 
established firms upon a fixed interest 
basis, as has been suggested by Mr 
Austen Albu. Nationalisation between 
1945 and 1950 undoubtedly forced out 
of the industries concerned and into the 
sector remaining private a great weight 
of risk money. Without this process 
the shortage of equity capital might have 
been more acute earlier. Does it not 
follow that if the future problem, as 
Lord Brand suggests, is to be one of 
inadequate “risk savings,” even within 
a tolerably suffictent total of savings, it 
might be eased by the concentration of 
what risk money is available within a 
narrower sector, where. it is genuinely 
necessary ? A greater flow of new risk 
money might be the ideal solution. A 
better use of existing risk money may be 
the politically necessary solution.—Yours 
faithfully, Roy JENKINS 

House of Commons 


Farmers’ Fears 


Srr—Your Note in your issue of last 
week shows, I think, some misunder- 
standing of what many farmers originally 
expected would happen when eggs were 
freed from controls. 

When it was announced that controls 
would be removed, the critics suggested 
that winter retail prices might be as 
high as 9s. or tos. a dozen, burt the 
Minister of Food appeared to think that 
the increase would not exceed the 
amount of the subsidy. Many producers 
certainly expected that farm prices 
would rise. Not all expected that prices 
would rise to the level of those ruling in 
the black market, but they . certainly 
hoped they would be above the official 
prices. 

You say that “the producer can come 
to no harm at present” and later, “ they 
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may get much the same price for epg 
on a free market as has been paid under 
the control scheme.” That is precisely 
the reason for producers’ anxiety, for if 
your expectations prove correct, they 
stand ro lose financially since the return 
for official sales is less than that obtained 
in the black market. Many producers 
feel that the winter retail price should 
be in the region of 8s. to 9s. per dozen 
or they will stand to lose by.the removal 
of controls. They now fear that. the 
Ministry of Food will use imports as a 
means of keeping retail prices ofveggs at 
a reasonable level and are not feeling at 
all happy at future prospects.—Yours 
faithfully, J. H. -Sourru 
King’s College, Aberdeen 


Our Maps Again 
Smr—Your cartographer appears so 
thoroughly to have caught your infec- 
tious enthusiasm over the friendly 
relations which have recently developed 
between Greece, Turkey and Jugoslavia 
that he has completely expunged 
from his map. (on page 133 in your 
issue of January 17th) the formerly 
highly controversial boundary separat- 
ing the first two of these countries 
from each other. This has been 
achieved by the familiar mapmanship 
ploy of cunningly inserting a more of 
less irrelevant name wherever the appro- 
priate factual information is lacking. 
Moreover the same process of elimina- 
tion has been followed in regard to the 
even more contentious frontier between 
Jugoslavia and Italy in the Julian March, 
and one can only trust that this will 
prove an inspired guess as to the future 
relations between these two powers also. 

On the other hand the whole of the 
Rumanian, and even part of the Czecho- 
slovakian frontier have been traced with 
commendable boldness. Lest this be 
attributed to the metallic rigidity which 
one tends to associate with the countrics 
behind the iron curtain, however, it 
should be pointed out that the frontiers 
shown are those of the prewar period. 
As a result of wartime gains Soviet terri- 
tory Mow extends as far south as the 
Kiliya Channel of the Danube delta and, 
via Ruthenia, to the north-eastern corner 
of Hungary, which is one reason why 
friendlier relations between Greece, 
Turkey and Jugoslavia are so miich to 
be welcomed.—Yours faithfully, 

Cuar_es A. FIsHer 
University College, Leicester 


Truman Valedictory 


Sr—In The Economist of January roth 
you claim that the only statue erected to 
Franklin Roosevelt is in London. There 
is such a One in Oslo also, executed by 
a leading Norwegian sculptor, Mr Stinius 
Fredriksen, and erected in a prominent - 
position overlooking the harbour. It was 
unveiled by Mrs Eleanor Roosevelt in 
June, 1950, and it shows the late Presi- 


dent seated, facing the sea, and holding 


a scroll—the Atlantic Charter—in his left 


* hand.—Yours faithfully, 


H. K. Letmxvar 


Royal Norwegian Embassy, 
London, S.W.1 
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The New Deal 


ROOSEVELT AND THE NEW DEAL. 
By D. W. Brogan. 
Oxjord University Press. 259 pages. 16s. 

T was only the other day that the 

Republican party finally managed to 
do what it had been trying to do for 
twenty years—beat Franklin D. Roose- 
velt. Already we are being told that this 
is the end of an era. That may be 
doubted, for one way the Republicans 
won was by promising to continue 
almost everything that Roosevelt had 
inaugurated, and if the New Deal-Fair 
Deal were defeated, they were not 
repudiated. Yet it is true that already 
we can. see the ‘era of Franklin D. 
Roosevelt in historical perspective. And 
this is the easier because that era is so 
clearly not a separate era, not something 
wrenched from the continuity of Ameri- 
can history, but a genuine and integral 
part of that history. If the New Deal 
had really been the revolution that its 
enemies proclaimed it, if Roosevelt had 
really been the dictator he was accused 
of being, the whole episode would be 
much harder to explain. It is because 
the New Deal and its great leader were 
so clearly in the American tradition that 
they yield so readily to explanation ; it 
is because they are in the American 
tradition that their principles will sur- 
vive and flourish. 

What were those principles? The 
term itself is perhaps pretentious ; cer- 
tainly Roosevelt was suspicious of any- 
thing that had about it the tinge of the 
doctrinaire, and preferred the pragmatic 
approach. Yet we can now see more 
clearly than was possible in the thirties 
that the Roosevelt administrations 
resumed and advanced a series of prin- 
ciples and practices deeply rooted in 
American history. The first of these is 
the principle, widely accepted since the 
days of Jackson, that if government 
belongs to the people there is no need 
to fear it and that it can, therefore, be 
used to advance the public welfare. 
Both Theodore Roosevelt and Wilson 
had applied this principle in a somewhat 
desultory fashion ; it remained for FDR 
to make it basic to the New Deal pro- 
gramme. A _ second principle, whose 
roots are to be found in the soil of late 
nineteenth century progressivism, is that 
a national economy requires national 
comtrols ; that, indeed, only the national 
government is strong enough or com- 
petent enough to deal with the problems 
that confront a people in the twentieth 
century. That centralisation of govern- 
ment which is one of the most striking 
features of the New Deal] is, in fact, 
a continuous development of the last 


in Perspective 


three-quarters of a century, enormously 
accelerated by depression and then by 
war. What is really noteworthy is that 
the Roosevelt administration was the 
first to recognise the real nature of the 
problem of federal centralisation and to 
fashion political and administrative 
techniques adequate to it. The third 
principle—fully formulated by Wilson 
and then partially abandoned—is that 
the United States is intimately and 
deeply concerned with whatever happens 
elsewhere on the globe and that it must 
therefore assume the responsibilities of 
world power. 


Professor Brogan sees these things 
clearly enough ; how indeed could any 
one with his knowledge of America fail 
to see them? Thus he tells us that: 


Seen from a longer historical perspec- 
tive, it was the Harding-Coolidge epoch 
that was the interruption of a long-term 
historical process. It had not been a 
universally accepted American doctrine 
that “the business of the United States 
is business.” All of the early twentieth 
century was filled with protest and action 
against this view. 

He sees, too, that the New Deal was 
basically conservative, and that Franklin 
Roosevelt himself, far from being the 
“traitor to his class” that Westchester 
businessmen pictured him, was rather 
the saviour of his’ class, and of the 
private enterprise system. 

But Mr Brogan spends little time on 
such analyses and less on interpretation. 
His concern is rather for what happened 
than for either the causes or the signifi- 
cance of the happenings. He has given 
us, therefore, a straightforward factual 
account, distinguished for neatness of 
organisation and for lucidity of presenta- 
tion, for judiciousness and _ propriety. 
He gives us, one by one, the story of the 
major agencies: the unlamented NRA, 
the Triple A which saved the farmers, 
the bewildering succession of relief 
agencies which prepared the way for 
Social Security ; the “dazzling TVA,” 
easily the most successful of major New 
Deal experiments ; the host of minor 
agencies once so fiercely fought and now 
taken for granted even by the opposition 
—the Securities Exchange Commission 
or the Rural Electrification Administra- 
tion. He gives us, too, the history of 
each of the four elections, and does not 
fail to make clear the contribution, in 
each case, of the opposition. 

We do miss, however, some of those 
qualities we have come to expect from 
Mr Brogan: the lively wit, the astound- 
ing knowledgeableness, the delightful 
allusiveness. The explanation is doubt- 
less that this book was originally 
designed as part of a series and was 
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required to fit into that series. ‘Thi, 
meant that large areas of the New Deal 
were assigned to other authors—the 
whole of foreign policy, for example, and 
of cultural and social history. It mean 
too, that the book was severely limited 
in length and was required to fit the 
assumed needs of school and 
students. 

All this, in a sense, has cramped Mr 
Brogan’s style. No one, for 


college 


example 
understands better than he the com, 
plexities of American politics; but he 
has no opportunity here to trace, with 


unfailing humour, the astonishing work. 
ings of that body of complexities, No 
one delights more in the individual, of 
clings more happily to the notion that 
individuals do influence history, than 
Mr Brogan; but we miss here those 
character sketches which light up such 
a book as the recent study of revolutions 
and we miss even a sustained portrait 
of Roosevelt himself. It is difficult to 
avoid the conclusion that what Mr 


* Brogan has given us here is a firm, fac- 


tual foundation for that interpretation 
of the Age of Roosevelt which he may 
some day write. 


GUIDE TO THE MIDDLE 
EAST 


THE MIDDLE EAST IN WORLD AFFAIRS. 

By George Lenczowski. 

Cornell University Press. (London: 
Geoffrey Cumberlege.) 480 pages. 40s. 


Ts author has been to a great deal 
of trouble to produce a book on the 
Middle East which can provide the 
diplomat, businessman, student or even 
mere tourist visiting the region for the 
first time with an admirable back- 
ground. In the opening chapters there 
is an excellent short account of the 
breakdown of the Ottoman Empire. 
This is followed by several chapters 
outlining events of major political and 
military importance during the first 
World War and arising out of the peace 
settlement which followed. 

The part of the book, however, which 
will probably be of most use to the 
visitor will be the “ potted history” of 
each separate country—Turkey, Persia, 
Afghanistan, Iraq, Syria and _ the 
Lebanon, Israel, Jordan, Egypt, Saudi 
Arabia and the Yemen. The last 
section contains an account of military 
operations in World War II, discussing 
the strategic waterways, the Arab 
League and the conflicting interests of 
the Great Powers—Britain, the United 
States and the USSR. 

It is a remarkable feat that in so wide 
a range of territory and subjects 50 
little has been omitted. For the 
journalist or student who wishes to know 
the date of a treaty and its contents, 
the occasion of one of the many 
coups d’état or minor revolutions, oF 
the essential points of some agret- 
ment, there could be no better book. 
What shortcomings there are arise from 
the author’s endeavour to cover too wide 
a field. It is clear that he has personal 
first-hand knowledge of several of the 
countries during certain phases of their 
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postwar history, but elsewhere his in- 


formation has been com- 
piled from other books and from press 
cutting’. The result is a rather large 
number of minor imaccuracies. The 
account of the Egyptian ‘Communist 
Party, which the author claims was led 
by the son of a Jewish millionaire, is 


quite misleading, and so indeed is the 


history of the Moslem Brotherhood, 
whose late leader Hassan el Banna never 
collaborated with the Wafd. In fact the 
Brotherhood was at that time being sub- 
sidised by the Palace as a counter- 
balance to the Wafd. 

There are many other minor 
blemishes. But in spite of them this 
remains a comprehensive and well- 
written book. 


ALL OUT OF STEP BUT 


JOHNNY 
fHE STATE THE ENEMY. 
By Sir Ernest Benn. 
Ernest Benn. 175 pages. 12s. 6d. net. 


UREAUCRATS and snoopers, totali- 

tarians in all disguises, empire-build- 
ing nationalisers, pharisees of the Left, 
and state-worshippers in general should 
one and all pray that Sir Ernest Benn 
may enjoy long life and a ready flow of 
words. As the Dean of Canterbury use- 
fully embodies the reductio ad absurdum 
of the fellow-traveller’s creed, so Sir 
Ernest embodies the  reductio ad 
absurdum of nineteenth - century 
capitalism. 

Neither Professor Jewkes nor Professor 
Hayek can approach the radiance of his 
simple faith that the boundaries of the 
state’s competence were laid down once 
for all by Herbert Spencer; that the 
hidden hand is the Only trustworthy and 
indeed tolerable regulator of economic 
affairs; that a moral and intellectual 
blackout automatically descends on any 
individual taking service under public 
authority; and that all the troubles 
besetting Great Britain today can be 
ascribed not to two devastating wars, not 
to the machinations of that same hidden 
hand which determines, in despite of 
governments, the terms of trade, but 
solely and exclusively to the welfare 
state. He restates, with admirable 
vigour, some good old truths about the 
profit motive, funny money, and~ the 
psychological dangers of bureaucracy. 
He tells some good stories, He is quite 
honest and open about the ex parte 
nature of his argument. He has some 
lovely phrases—such as, @ propos. of 
child welfare, that “the bastard and the 
bureaucrat work together towards the life 
of planned perfection "*-which, though 
they may not mean much} tickle an 
elementary literary sense. He inspires, 
eventually, the same sort of affection as 
Colonel Blimp—* for whom,” as Keynes 
once remarked, “three cheers.” 


Individualists less opinionated than Sir 
Emest, better aware of what has been 
said and thought on this theme, Over the 
last thirty years or so, by persons as 
intelligent, as public-spirited, and as 








practical as himself, less inclined to pin 
horns and a tail on men of 1 who 
differ from them, may, however, be for- 
given for fervently wishing that he would 
lay off; and for murmuring, as they 
contemplate the jong battle for human 
freedom, Non tali auxilio. 


A GREAT CIVIL SERVANT 


- 
THE LIFE AND TIMES OF SIR EDWIN 
CHADWICK ° 


By S. E. Finer. 
Methuen. 555 pages. 42s. 


EDWIN CHADWICK AND THE PUBLIC HEALTH 
MOVEMENT, 1832-1854. 

By R. A. Lewis. 

Longmans. 411 pages. 24s. 


[- is not often that a man’s superficial 
defects of personality are remembered 
almost as keenly as his services to the 
nation. Edwin Chadwick, however, 
inspired in his time a dislike so cordial 
that it prematurely ended his public 
career, outlived him for many years and 
cheated him of the renown that was his 
due. Now, almost a hundred years after 
his enforced retirement amid public 


odium, two admirable books have 
rescued his nmamée from a_ hostile 
obscurity. 


Neither author denies the unattractive 
side of Chadwick’s character. Professor 
Finer’s book seems the less kind, partly 
because he quotes much from original 
sources, and his subject’s querulousness 
and self-righteousness speak for them- 
selves. Chadwick’s reforming zeal, as 
Mr Finer shows, sprang from the 
principles of Bentham, whose friend and 
disciple he was. “His motive was 
neither religious nor benevolent—it was 
a horror of waste.” 


The first application of his Benthamite 
ideas was unfortunate for his reputation 
with posterity, for he is remembered as 
the architect of the Poor Law of 1834. 
The theory behind it was impeccable. 
Chadwick saw that the “allowance 
system ”—by which paupers subsidised 
out of the rates competed with indepen- 
dent labour—set no value on diligence 
and encouraged the able-bodied to 
become paupers. He sought to remedy 
this “ according to a Benthamite-calculus 
of pleasure and pain ” ; relief was to be 
refused to those who were not prepared 
to enter the workhouse, where a grim 
regime would demonstrate the advan- 
tages of independence. But this ruth- 
less theory was put into practice in time 
of slump, when no exertions on the part 
of the laboufer could save him from 
pauperism, and it filled the workhouses 
of the industrial north until the threat 
of revolt led to its modification. 


Ill-health as a cause of pauperism now 
occupied Chadwick’s attention. His 
work to establish a public health system 
is the whole subject of Mr Lewis’s book 
and occupies the longest section of Mr 
Finer’s. Chadwick’s gruesome reports 


on sanitary conditions and burial in 
towns were a violent jolt for well-to-do 
complacency ; and though the resulting 
Act of 1848 was long delayed and dis- 


201 


appointing, it did at least set up a Board 
of Health, with limited power to appoint 
local boards. It did not apply to 
London, however. There, the first need 
was to replace the chaos of local bodies 
by one authority responsible for sewer- 
age and water supply; and after cholera 
had lent urgency to Chadwick’s recom- 
mendations, a single Metropolitan Com- 
mission of Sewers was at length set up. 


Attacks on Chadwick came from those 
whose interests he tried to overrule, from 
those who thought he did not do enough, 
and from politicians who thought him a 
nuisance. Finally, he was discarded, 
and it was not until shortly before his 
death some forty-five years later that he 
was belatedly awarded a knighthood. 


This story of struggle and personal 
grievance, of frustration and yet vast 
achievement, is well told by both authors. 
Mr Finer’s scholarly work covers a 
wider field than Mr Lewis’s, and has 
valuable sections on the formative 
influences of Chadwick’s career and on 
the Poor Law. Mr Lewis’s, being the 
more coherent and swiftly moving 
account, is the more readable. 


BIG GOVERNMENT 


THE TREND OF GOVERNMENT ACTIVITY IN 
THE UNITED STATES SINCE 1900. 

By Solomon Fabricant. 

National Bureau of Economic Research. 
267 pages. $4. 


[yeaa the past few years, both 
here and in America, a number of 
controversial books have been written on 
the effects and problems of big govern- 
ment. That is why it is all the more 
refreshing that such an eminent 
economist as Mr Fabricant should have 
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completed an objective and statistical 
examination of this vast growth in 
government, as it has developed in the 
United States. His book confirms the 
view that the principal factors affecting 
the spread of government activity, apart 
from the demands of defence; are indus- 
trialisation, the growth of urban life, the 
increase in the size of businesses, the 
advance and diffusion of science and 
technology, and changes in population. 


From 1900 to the first half of 1950, 
government in the United States ex- 
tended its hold over the nation’s assets 
—exclusive of roads, streets, naval and 
military equipment—from 7 per cent to 
20 per cent, and its share of the labour 
force from 4 per cent to 12 per cent. 
Mr Fabricant believes that this trend 
towards large scale government in 
America was already established by 
1900, and that it is a concomitant of 
economic growth. He gives a most 
detailed analysis, based on an abundance 
of statistics and charts; of the resources 
absorbed by federal, state and local 
governments, their diverse activities, the 
changes in methods of government 
administration and efficiency in the use 
of manpower and output of services. 


The conclusions Mr Fabricant reaches 
are interesting enough to the layman ; 
for instance, he does not think that 
encroachment on the private sphere has 
been the major factor in extending 
government obligations. in America. 
But only an expert in his field could 
hope to appreciate fully the real value 
of the book which lies in the intricate 
data the author has collected. 


THE WELFARE STATE IN 
SWEDEN 


SOCIAL SWEDEN. A Government survey 
published by the Social Welfare Board, 
Stockholm. 462 pages. 17 kronor. 


cee countries introduced important 
components of the modern welfare 
state before Sweden and others now have 
more comprehensive services. But few 
countries have operated such a full 
range of services for so long. From 
1921 onwards official surveys of the 
work have appeared spasmodically. 
“Social Sweden” is the fourth to date. 
It comes at an opportune time. The 
postwar dedication of most political 
parties in Most western Countries to the 
idea of the welfare state makes this 
authoritative and comprehensive account 
of Swedish experience a valuable con- 
tribution .to discussion. Since the 
previous survey was published in 1938, 
there has been no general review of 
Swedish activity as a whole, with the 
exception of some useful booklets 
sponsored by the Swedish Institute and, 
for all Scandinavia, the symposium 
edited by Henning Friis. Moreover, the 
limitations which Sweden, prosperous 
and undamaged by way, has felt obliged 
to set on the pace of further progress 
stand as a warning to others. So do the, 
psychological effects of the way in which 


these benefits are coming to be accepted 
as a matter of course. 


The National Pensions Act of 
1946 is the most important new 
asain described in this book. 
Other measures mainly represent 
smaller steps forward in their several 
directions. One important one, the 
Compulsory Sickness Insurance Act of 
1946, has remained a dead-letter after 
reaching the statute book. Similarly, 
certain planned expansions of health 
benefits have been postponed until it 
is certain that they can be afforded. This 
practical and pragmatic approach runs 
through the book. But there is an 
interesting section on the principles of 
Swedish social policy, by which the 
rather anomalous mass of enactments is 
given some unity. 


The first part of the book is a com- 
petent and realistic account of the struc- 
ture of Swedish society and its political 
and economic institutions. It is refresh- 
ing to find here a sober official awareness 
that many important Swedish reforms 
were copied from abroad and that a long 
neutrality has been the chief reason why 
the country has been able to maintain 
the economic basis of social progress. A 
similar objectivity marks the rest of the 
book. 


IN TOWN AND COUNTY 
HALL 


THE LOCAL GOVERNMENT SERVICE. 
By |. H. Warren. 


Allen and Unwin. 222 pages. 18s. 


] N view of its size and national 

importance, it is surprising that the 
local government service has attracted 
so little of the critical scrutiny that dis- 
tinguished writers have turned on the 
civil service in recent years. This book 
may fairly claim to be the first general 
introduction to its subject. The local 
government service, as defined by Mr 
Warren, comprises that wide range of 
non-manual employees, from town clerks 
to shorthand typists, who are eligible 
for membership of the National Associa- 
tion of Local Government Officers, of 
which the author is general secretary. 


Mr Warren is thus uniquely placed to 
trace the formation and growth of Nalgo 
and the creation (largely through its 
efforts) of the comprehensive Whitley 
machine of joint consultation which 
came to full fruition.in the creation of 
the local government charter in 1946. 
The significant feature of this charter is 
that it governs not only salary scales and 
conditions of service, but also to a con- 
siderable extent the system of recruit- 
ment, training, and promotion that 
prevails in the service; it also contains 
a code of professional ethics. This 
charter was drawn up only after a hard 
fight in the course of which Nalgo itself 
grew to a membership of 209,000 (of 
which §9,000 are in local services that 
are now nationalised), making it prob- 
ably the largest organisation of black- 
coated workers in the world. If is not 


company. 


- 
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ising that the author writes With 
os it of his own organisation | 


5 which jg 4 
general does stand for the ac hiewemglll z 
of trad¢ unionism at its best. + 


This book does not supplement jy 
account of the general organ:sation of _ 
the service with any detailed aq 
of its various- branches and grades, and 
there is not even any breakdown of the 
membership of Nalgo. It docs contajq 
interesting chapters on the constitutional 
status and rights of local governmes 
officers and on the approach of local 
authorities to their tasks as employers, _ 

The last two chapters contain Mp 
Warren’s views on the thorny ques 
tions of qualifications and training. He 
dismisses the notion of establishing g — 
general administrative cadre in loc — 
government at the top level, and points — 
out that the Hold of professional officers 
on these appointments has in fact been 
consolidated in recent years. While the — 
new promotion examinations have placed 
more (perhaps too much) emphasis op 
proficiency in the theory and practice of 
administration, the author belicves that 
they cannot be a substitute for a sound 


combination of professional qualifica — 


tions and practical administrative ability, 
For the present system of loca! govern- 
ment Mr Warren’s conclusions are 
probably right; and, despite a certain 
tendency to view existing arrangements 
as the best possible, his book has a 
judicious and objective ring. 


Shorter. Notices 


BANKING AND FOREIGN TRADE 
Published for the Institute of Bankers by 
Europa Publications. 259 pages. \°‘s. 


The ten lectures delivered last July at 
the fifth international banking summer 
school in Oxford have now been reprinted. 
Those who heard them, and those who did 
not, can now examine at leisure the rather 
widely differing prescriptions for trading 
policy put forward by such eminent econo- 
mists as Professor Richard Kahn. Dr Per 

acobsson, Professor A. J. Brown and Mr 

. B. Reddaway; these wider economic 
dissertations are admirably interspersed by 
papers on hard practical problems of ex- 
change control, banking and shipping, by 
leading experts in the appropriaic ficlds. 


THE ROLE OF THE SALES FINANCE (COMPANIES 
IN THE AMERICAN ECONOMY. 

By Clyde W. Phelps. 

Commercial’ Credits Co., Baltimo::. 

87 pages. NP. 


This monograph is at once a con endious 
factual history of a relatively new nd little 


studied form of credit institution. and 4 
stimulating essay on the general | «me ¢ 
economic and social adaptation as «xcmp!r 
fied in the mutually dependent risc of the 
airfome ; finance 


le industry and the sale 
Published r the auspices 
the Commercial Credit Company 


f Balti- 
more, it is a f ex parte statement. The 
undoubted ben of consumer ane 

sm pli 


are given full weight, its role as . 

depression is left unm tioned: 
Taken as such, however, it is a us\'¥! = 
illuminating little book of which on: wou 
like to see a British counterpart. 
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ELECTRONICS 


B e the advent of television as a home entertainment 
for the millions, an electronic device known as a cathode 
ray tube found limited applications in scientific measuring 
instruments. Today, this device is the heart of every tele- 
vision receiver, and it is being mass-produced to remarkably 
high standards of performance and reliability. 

In the operation of the cathode ray tube in a television 
receiver, a beam of electrons, modulated by the signals 
received from the transmitter, impinges on a luminescent 
screen. The scanning action of the electron besm recon- 
structs the transmitted picture, while the varying intensity 
of the beam provides the light and shade. 

In direct-viewing receivers the picture is seen on the 
actual {ace of the tube. In projection receivers a picture of 
high brilliante, produced on the face of a tiny cathode ray 
tube, is magnified, and is then projected on to-a viewing 
screen : 

The manufacture of cathode ray tubes is a major activity 
of the Mullard organisation, and hundreds of thousands are 


“rm -d annually for the British radio and_ television 
industry, 


MULLARD LTD., CENTURY HOUSE, 
SHAFTESBURY AVENUE, LONDON W.C.2. 
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WELCOMBE HOTEL 


STRATFORD-UPON-AVON 


+ 





Shakespeare’s genius immortalised not only his memory but the is Ry 
Countryside he knew so well in leafy Warwickshire, especially the at ae 
beautiful grounds of the Welcombe Hotel, which were once part of his eee 
estate. Open all the year Ate aoe 
” % 
Enquiries for accommodation will receive the bias 
persona! attention of the Resident Manager 2 ee 
oi 


TREGENNA 7 
CASTLE z a 


2 
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HOTEL HWS ae 
TCS ee 
$T IVES CORNWALL is 
One of the most celebrated ‘hotels in the West of England. ~ a BS 
Open all the year round a: 
‘ol 


Enquiries for accommodation will é kt 
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GOLDEN JUBILEE NUMBER 


THE MOTOR celebrates its Golden Jubilee 
with the publication of an enlarged issue on 
Wednesday, January 28, 1953. 

The story of fifty years of continuous develop- 
ment in this important and highly specialised 
field of journalism is recorded in a fifty-two 
page supplement containing a large number of 


historically interesting illustrations, including a 


full colour reproduction of a painting executed 


by Frank - Wootton to special commission, 


TEMPLE PRESS LIMITED 


Bowling Green Lane, London, E.C.1 
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American Survey 


AMERICAN suRVEY is prepared partly in 
the United States, partly in London, . 
Those items which are written in the 
United States carry an indication to 
that effect ; all others are the work of 
the editorial staff in London. 


-Eisenhower’s Signpost. 


Washington, D.C., fanuary 21st 

RESIDENT EISENHOWER’S inaugural address 
P followed traditidn by being almost entirely inspirational. 
It was concerned obviously with establishing the mood and 
tone of his Administration without saying anything that will 
make it harder for him to get along with Congress. It seems 
that he has succeeded—and succeeded with a speech which 
was not only the first such address by a Republican to be 
almost entirely devoted to foreign affairs, but even the first 
to give more than a cursory glance at the rest of the world. 
That is its importance—not any hints that may be visible of 
programmes to come, 

These inaugural speeches must be judged more by the 
quality of the heady matter in them than by any residue left 
after the inspirational matter has been boiled off. Some in 
the past have left no residue at all, while others have left odd 
bits of highly personal grit such as William Henry Harrison’s 
stubborn belief, explained at inordinate length, that the 
union of the treasury with the executive branch was “ un- 
hallowed ” and that the Secretary of the Treasury should be 
independent of the President. Very few have contained as 
many hard rocks of policy as Mr Truman’s speech four 
years ago. a 

But it is only to be expected that the inaugural addresses 
of new Presidents should be general, and those of men enter- 
ing their second term more specific. A President already in 
office has learnt by experience that it is impossible always to 
get along with Congress’ and he is therefore concerned with 
arousing popular enthusiasm. for his new programmes or 
with rallying popular support for his old ones. A comparison 
between this week’s speech and that of Mr Truman in 1949 
illustrates the difference. Both dealt with international 
policy, but Mr Truman described a four-point programme, 
While President Eisenhower enunciated nine principles. 
Four years ago Congress knew at the end of the morning 
what the President expected of it: ratification of the North 
Atlantic Treaty, continuation of the European Recovery 
Programme vand consideration of the “bold new pro- 
gramme” that became known as Point Four. | It is doubtful 
whether any member of Congress this year got more than 
an inkling of proposed legislation from anything President 
Eisenhower said. 


Nor was the speech intended to foreshadow legislation. . 
His demands on Congress will come later when he delivers’ . 
his own State of the Union message. On Tuesday he was_ 


Putting up a signpost, not drawing a road map. There can 
be no doubt about the direction in which the new President 
intends the signpost to point, but there is probably con- 
siderable doubt whether many of his nominal supporters in 


either house will approve his course after they get round 
the first two or three corners. They were told in general 
terms that they were going to move only in a direction that 
was just and right ; that was enough to satisfy them for the 
moment. 

But the time is bound to come when President.Eisen- 
hower asks Congress to approve specific legislation and then 
will come the test for Republican legislators. There was on 
Tuesday a significant example of how far the party in the 
country has moved in domestic as well as foreign matters. 
The State of Tennessee used its float in the procession to 
advertise the Tennessee Valley Authority with the slogan 
“Tennessee Powers the South.” Considering how stub- 
bornly in the past the Republicans have fought this govern- 
ment electricity and flood-control project, this public 
recognition of one of the symbols,of the New Deal by the 
Republicans of the state that benefited should make Repub- 
licans in other states—and the new Secretary of the Interior 
—hesitate before assuming that private enterpris¢ should 
do the whole job in the future. 

Indeed everything that happened*on the day of the 
inauguration demonstrated the. gap that exists between 
President Eisenhower, and some at least of his appointees, 
and the old leadership of the party. The new President 
gave what is probably one of the greatest tributes that has 
ever been paid to twenty years of Democratic rule when he 
said that “ we have passed through the anxieties of depres- 
sion and of war to a summit unmatched in man’s history.” 
But that was not one of the passages of the speech that 
seemed to please ex-President Hoover, and it represents a 
very different mood from that of those in Congress who are 
looking forward to months of investigating Democrats 
rather than to being asked to continue their policies. 

+ 


* 


It is therefore particularly unfortunate that, even before 
the moment came for presenting controversial legislation to 
Congress, the new Administration should have cut such an 
inglorious figure over the confirmation of Cabinet and other 
officers. Every President finds himself blocked by Congress 
in the end but few do so at such an early date and under 
circumstances in which even its most fervent supporters 
are forced to take the other side. The chairman of the 


Armed Services Committee, Senator Saltonstall, was always 


an Eisenhower man and so was Senator Duff ; the Demo- 
cratic Senator Byrd took Virginia into the Republican 


column. Yet these three were among those most insistent 


that the law clearly made the confirmation of Mr Charles 
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Wilson and three other members of his team at the Defence 
Department impossible. 

There has been more than a suspicion on Capitol Hill 
during the last few weeks that the Eisenhower headquarters 
have been inclined to under-rate the power of Congress 
and to believe that a President with such an impressive 
popular mandate could afford not to consult with its leaders. 
Certainly Mr Wilson’s behaviour before the committee 
suggested that he at least took this view. By lecturing 
Senators on the sacrifices he was making in accepting a 
salary rather larger than theirs, he made them disinclined 
to stretch a point—even if a point could have been stretched 
—in order to help him. And he soon showed that he did 
not intend to do anything to help himself. 

President Eisenhower complicated matters still further 
by not sending Mr Wilson’s name to the Senate with those 
of his other Cabinet members immediately after his 
inauguration, and by saying that he would not do so until 
the committee had come to some.conclusion. The com- 
mittee does not normally hold hearings or discuss appoint- 
ments until it is officially requested to confirm them and 
obvigusly resented what seemed like an attempt to make it 
responsible for decisions that should be made by the Presi- 
dent and Mr Wilson themselves. So the chairman 
announced that the committee would take no further action 
on the confirmation until it had an official request to’ do so. 

All of this of course strains relations between the Presi- 
dent and Congress at a moment when it is vital that they 
should be cordial. And when relations are strained the 
power of Senator Taft must inevitably grow. And as it 
grows so probably will President’s Eisenhower's reliance 
on the Democrats. It/ would not be healthy were the 
legislative programme which will follow last Tuesday’s 
statement of principles to find the Republicans already bad- 
t¢mpered and in a mood to continue the opposition to 
which they have become so accustomed over the years. 
The historic role of President Eisenhower should be to 
educate his party, not to govern in spite of it. 


Future of Prosperity 


Y making his economic report the last of his three 
annual messages to Congress, President Truman left 
himself with a pzan of triumph for a swan song. But it 
was combined with a raven’s croak from the Council of 
Economic Advisers, whose detailed annual review accom- 
panied the President’s report. Together they make a most 
satisfying chorus for Democrats who are being succeeded 
by their rivals after twenty years in power. For the 
present overwhelming prosperity of the United States 
is the most striking change that there has been in those 
twenty years and, from all the signs, the permanence of 
that prosperity will be tested under the new Administration. 
The Republicans have, of course, always maintained that 
the country is fully employed today in spite, not because, 
of Mr Truman, that thanks are due, not to the Democrats, 
but to wars and threats of war. In answer to this argu- 
ment, the report points to the second half of last year, 
when government spending for defence had __ practically 
ceased to rise and an increase in private spending was 
almost entirely responsible for the sustained expansion 
in the gross national product. _ 
Mr Truman does not confess to any doubts that private 


« 
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spending can continue to take up ‘the slack with the 
help of far-sighted planning by government anc business, 
although he recognises that some fluctuations are both 
inevitable and desirable in a free society. He foresees the 
possibility of a steady growth of prosperity ir the next 
ten years, one that will compare favourably with «he growth 
between 1929, the last pre-depression year, and 19<3. 





GROSS NATIONAL PRODUCT | 
billion doliars, 1952 prices 










testimote 









‘LABOUR FORCE 
thousand persons 


1929 49.440 
1952 6.500 | 
1962 Pr a j 


*estimate 


AVERAGE ANNUAL INCOME 
doliors @ head, 1952 prices 


i929 1,045 
1952 
1962* C if 


* estimate 


The most tangible evidence of today’s greater pr 


osperity 
is the improvement in living standards since 1929. The 
average annual income of each member’ of a population 


that has increased by 3§ million has gone up almost §0 per 
cent ; the number of motor cars, now almost 44 million, 
has doubled ; there are refrigerators in 80 per cent of 
homes and there is hardly a house without a wircless set. 
However, this near-saturation of the market for certain 
types of consumer goods worries the Council of Economic 
Advisers. For they think that private consumption will 
have to fill the gap when government spending for rearme- 
ment begins to fall off, toward the end of next year, since 
they believe that by that time there will for the moment 
have been enough, if not too much, private capital invest- 
ment, the other substitute for the defence programme. 

It is the economic advisers who are mainly responsible 
for any ominous notes in the reports, for they take 2 
shorter-term and more practical view than does the Pres- 
dent. They admit that_the economy has shown more 


resilience in the last six months than they expected a yeaf 
ago and that there has never been a more prosperous 
In particular they 


new year, or one that promises better. 


4 
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draw attention to the steadiness of prices and the damping 
down of inflationary tendencies. 

tit this to the advisers, or at least to two of them, 
means that deflation is on the horizon and that a difficult 
period is ahead in which fundamental readjustments will 
be necded. They foresee that in 1955 (which is at present 
heavily backed as the year when the country will be face 
to face with a possible depression) a cumulative decline 
may threaten the national economy, should the various 
deflationary possibilities coincide and should nothing have 


been done to counter them. These two advisers do not see 
where the annual increase of over $10 billion worth of 
demand needed for economic stability in the next three 
years is coming from, unless it is actively encouraged. 


The third adviser, Mr J. D. Clark, feels that government 
expenditure as at present planned will be enough to keep 
the economy fully employed during this period and thar, 
if a recessionary trend develops, it will be out of inter- 
national or political conditions which cannot be cured by 
any of the remedies suggested by his colleagues. 

[In his part of the report Mr Truman draws attention 
to the need for improved distribution of the benefits of 
economic growth and to a disquieting element in the present 
situation ; this is a lack of balance in certain sections of 
the economy—the existence of underpaid groups of workers 
and of underdeveloped regions in the country, absence of 
opportunities for some $mall businessmen and, above all, 
the recent decline in farm incomes at a time when other 
classes of income are rising. 
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This is explained to a great extent by the fall in agri- 
cultural exports over the past year, in its turn explained 
by the shortage of dollars abroad. The economic advisers 
devote the final chapter of their report to a detailed dis- 
cussion of the dollar problem, pointing out that one of 
the ways of achieving the necessary increase in consumption 
is through greater exports, but that this is a market that 
cannot be relied on as long as American imports, and 
therefore the supply of dollars, fluctuate as they de. While 
the council urges renewal and amendment of the Trade 
Agreements Act, repeal of the Buy American Act and of 
quota restrictions om imports, and passage of the Customs 
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Simplification Bill, these are mainly desirable for the 
psychological effect of enabling foreign businessmen to 
count on access to the American market. Such legislation 
will narrow, but can hardly fill, the dollar gap. 

The failure of American imports to keep up with the 
growth in industrial production was originally due largely 
to the war but is now, in the council’s opinion, accounted 
for chiefly by the increase in domestically produced 
substitutes for imported raw materials and by the 
inventiveness of American industry, constantly putting out 
fresh products to meet both new domestic demands and 
foreign competition. These tendencies are fostered by the 
great size of the American market and the council thinks 
that the real hope of balancing an expanding world trade 
lies more in greater production abroad and increased trade 
between other countries than in increased trade. with 
the United Staté. 


| ‘ i 
(index Numbers; 1935-1939 + 100) _ | 
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Source: Council of Economic Advisers. 


Prosperity, as Mr Truman said, like peace is indivisible 
and therefore Mr Keyserling’s and Mr Turner’s remedies 
for recession are of world-wide interest. It is difficult, 
however, not to feel that they could hardly be effective 
should prosperity be suddenly and badly strained. They 
include the now habitual reliance on the “ stabilisers ” built 
into the economy since 1930—the broader distribution 
of national income, social security, farm price supports, 
strengthened monetary and credit institutions—and on 
various kinds of federal and state public works. The 
advisers recognise that these could at best only check, not 
halt, 'a depression once it gets under way, and urge that 
plans should be prepared well in advance so that quick 
action can be taken. 

Among their more, positive antidotes are suggestions 
that social insurance and slum clearance programmes should 
be extended in time of need and that tax reductions should 
be held over until that time ; they also propose that the 
latter should be selective,.so that both consumers and 
businessmen are encouraged by them to do their duty in 
countering depression. In spite of Mr Keyserling’s aside 
about the desirability of a new approach to “ the challenge 
of potential abundance,” he and Mr Turner put a large 
part of their trust*in private business, asking particularly 
for a flexible price and wage policy. 

President Eisenhower is plainly putting his trust there 
also and he cannot therefore complain that he has been 
left with unacceptable advice. This is the final report of 
the present members of the council and it has been 
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rumoured that they ‘may not be replaced. That would 
require a change in the Employment Act of 1946, which as 
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Mr. Truman emphasised was largely bipartisan legislation, 
Much of both his report and that of his council was 
devoted to a discussion of this Act and of the functions 
of the economic advisers. It was, as he said, a “ pro- 
prosperity ” not an “ anti-depression ” measure, an expres- 
sion of the philosophy of planning in advance for a 
prosperous future. The Act has hardly been tested as 
yet, but it shows President Eisenhower a possible route 
along which he may be able to carry out his pledge of 
preserving prosperity. And Mr Truman’s last economic 
report is a warning that if the new President fails in this 
respect the Democrats will know the reason why. = 


American Notes 





Czesar’s Wilson 


T was a renegade Republican, Senator Morse, not any 
I Democrat, who frustrated the bipartisan scheme to have 
members of the new Cabinet confirmed and ready for work 
the same day that General Eisenhower was inaugurated. 
The Senator’s revenge for the loss of his committee assign- 
ments meant only a delay of a day. But with the best 
will in the world, neither the Democrats nor the Republi- 
cans on the Armed Services Committee were able to 
recommend the immediate confirmation of Mr C. E. Wilson, 
General Eisenhower’s chosen Secretary of Defence. 

Mr Wilson has resigned the presidency of the General 
Motors Corporation, which is the largest single supplier 
of defence material to the military establishment. But he 
is, so far, unwilling to sell his share holdings in the corpo- 
ration, estimated to be worth $2,500,000, because of the 
capital gains tax he would have to pay, or to forgo bonuses 
of $600,000 he is entitled to receive in the next four years. 
The US Code, however, prescribes a fine of $2,000 or two 
years’ imprisonment for a government official who transacts 
business with any company in which he has an interest, 
direct or indirect. The dilemma is a real one for any 
President who wishes to put business skills at the service 
of the country ; in the nature of things, it is more likely to 
plague the Republicans, the party of business, than the 
. Democrats. It would have been more prudent, however, 
for General Eisenhower to pay his political debts to the 
motor companies with posts outside the Department of 
Defence, which has such vast dealings with them. And 
Mr Wilson has aggravated matters by apparently failing to 
see that a conflict of interest might arise and observing, 
unwisely, that “ what is good for General Motors is good 
for the country.” Unlike his proposed deputy, and the 
suggested Secretaries of the Army and Air Force, whose 
confirmation is held up for similar reasons, Mr Wilson 
refused at first to disqualify himself from dealing with the 
company in which he had an interest. 

It is expected that Mr. Wilson may in the end give 
way on this point and that this may satisfy Congress. 
But it is surely ridiculous that both the Secretary of 
Defence and his deputy—a former vice-president ,of 
General Motors—should be unable to supervise the biggest 
supplier of defence goods. Moreover, it would be both 
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embarrassing and politically damaging for an A iministr, 
tion dedicated to raising the moral standards of ¢. vernment 
to ask for a special exemption from laws with v hich the 
Democrats complied. The precedent that would be createg 
is generally believed to be bad, however unques: oned My 
Wilson’s own integrity may be. This has sot bee 
President Eisenhower’s only Congressional rebuff. Hjs 
choice of an Ambassador to India to succeed Mr Cheste; 
Bowles, Mr. Val Peterson, is vigorously opposed by the two 
Republican Senators from Nebraska who, by ‘enatorigl 
custom, possess a veto power Over appointees |:om thei 
own state to jobs which require confirmation, 2nd whos 
enmity might have.been foreseen. 


* 


Bankers at a Premium 


HE increase in the Federal Reserve rediscount rate from 
T 1} per cent to 2 per cent was carefully timed to avoid 
the appearance of being the first financial decision of the 
new Administration, whose rumoured austeritics have 
already struck probably unfounded terror into the security 
markets. The rise in bank rate seems, instead, to reflect 
the concern of Federal Reserve officials at the sharp growth 
in consumer credit—up $3 billion in a year which saw the 
end of direct controls over it, compared with $500 million 
in 1951—and the more than seasonal rise in bank |oans this 
autumn. These increased by nearly $1o billion over the 
year, compared with a $6 billion rise the year before. To 
make these loans the commercial banks, no longer able to 
sell their government securities except at a loss, have been 
compelled to borrow heavily from the reserve banks ; their 
indebtedness at one time in December exceeded $2 billion. 
This was the highest level in three decades. 

Raising the rediscount rate now, when loans are being 
repaid, may look like locking the stable door after the horse 
has been stolen. But the intention seems to be merely to 
warn the banks to go cautiously and not to abuse the 
rediscount privilege. Even at 2 per cent, the bank rate is 
not punitive. At 1} per cent it was far out of line with 
rising market rates. Its refurbishment is one more sign of 
the central bank’s determination to hold the credit reins 
firmly. 

An even more striking sign of the rehabilitation of Federal 
Reserve influence, after the long servitude to the J rcasury, 
is the recruitment of seven high officials of the new Admini- 
stration from men who have had experience with the Reserve 
system. Two of them, Mr Randolph Burgess, and Mr 
Marion Folsom, have been appointed to the high coimmand 
of the Treasury itself. Such a benevolent fifth column «ssures 
harmony over monetary policy on termis to the liking of the 
central bank and guarantees that the independence of the 
Federal Reserve Board to control credit policy, so hardly 
won two years ago, will be preserved. 


* 


Both Mr Humphrey, the new Secretary of the Treasury, 
and Mr Burgess, who will advise on debt manayement, 
believe that one of their most urgent tasks is to red’ ce the 
Treasury's’ excessive dependence on short-term financing. 
About 60 per cent of the $267 billion public debt is duc of 
redeemable within a year, and nearly 80 per cent within 
five years. In this way interest payments have bee» kept 
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| down, but the necessity for constant refinancing puts the 


Treasury at the mercy of the market and forces the Federal 
Reserve authorities to intervene more than they like. The 
new preference at the Treasury is for longer maturities and 
higher coupons to make them attractive to savers. The first 
opportunity arises in February, when nearly $9 billion of 
r1-month certificates come due, the first instalment of 
$<s billion of federal debt which must be refinanced this 
year. Lhe expectation is that investors will be offered a 
choice between a new Certificate and a six-year bond—a step, 
but not a dangerously hasty one, in the right direction. 
Mr Burgess’s experience in handling the government 
security market is, in any case, an assurance that any chariges 
will be orderly. 


* 


Truman’s Last Trump 


rue to type, President Truman kept a political trump 
7 up his sleeve until the last, to play in the oil game 
which had been in progress throughout his term of office 
and which President Eisenhower was supposed to have won. 
The new President possibly owed his victory in Texas, and 
elsewhere in the South, to his promise (one which Mr 
Stevenson refused to make) to give the states control over 
the under-water oil-bearing lands off their coasts ; these 
are the so-called tidelands, over which the Supreme Court 
decided that the federal government had paramount 
tights. Mr Truman’s final executive order, declaring these 
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tidelands a naval reserve for reasons of national security, 
has made it at least embarrassing for President Eisenhower 
to reward his supporters by keeping his promise. 

Congress will certainly do it for him, for already the 
Senate has once again before it the Bill, granting the tide- 
lands to the states, which has twice been passed and twice 
vetoed by Mr Truman. But even if this is approved 
quickly enough to save President Eisenhower from having 
to rescind his predecessor’s order, he will still, when he 
signs it, be asked why he disagrees with Mr Truman’s view 
that the off-shore oil reserves are essential to the national 
security, and why he is handing over to a few individual 
states an asset that belongs to the entire country. And 
when Democrats ask these questions, they will hardly fail 
to mention the scandal of Teapot Dome, the naval oil 
reserve with which Republicans rewarded their political 
friends over thirty years ago.’ 

One of the arguments for settling the problem of the 
tidelands by giving them to the states has been that to 
prolong the present uncertainty would mean that these oil 
reserves would continue undeveloped at a time when the 
country needs all its petroleum resources. The speed with 
which these resources are now being exploited and the fact 
that last year the United States used more oil than it 
produced—7.3 million barrels a day compared with 6.8 
million—are the reasons Mr Truman gave for deciding that 
the off-shore oil must be reserved for the use of the armed 
forces. This is the old contention, that the United States 
is becoming a have-not nation, which the petroleum 
industry has always refused to accept. 
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During recent years it has certainly done a great deal te 
justify its refusal, particularly since the Korean outbreak, 
for it has met every demand for expansion put upon it, 
except possibly in the case of aviation spirit. President 
Eisenhower can, if he wishes, reward the major oil com- 
panies for the large part they have played in this achieve- 
ment by dropping the criminal charges which Mr Truman 
imstituted against them for their alleged participation in 
international cartel arrangements. By doing this President 
Eisenhower can also show -that he is-as conscious as is 
Mr Truman of the relation between petroleum and the 
national security, which is more immediately affected by 
these anti-trust proceedings than by a possible future 
shortage of oil. 


* 


Congress Goes into Committee 


HE Republicans’ majority in Congress is so small that 
bes have had to take steps to safeguard their control 
over the standing committees. The problem was particu- 
larly acute in the Senate where the Republicans have 
exactly half. of the votes. Senator Morse, who resigned 
from the Republican party to support Mr Stevenson as 
an independent, would have had the whip hand in the two 
important committees of which he was a member—Armed 
Services and Labour. His subsequent removal, together 
with the reduction in size of the minor committees and 
enlargement of the major ones, has assured the Republicans 
of a one-vote majority on each, as well as providing both 
patties with extra vacancies on the important committees. 
These consist of eight Republicans and seven Democrats. 

Senator Johnson, the minority leader, has taken 
advantage of this opportunity by placing two inter- 
nationalists—-Senator Humphrey and a newcomer, Senator 
Mansfield, who is an expert on Far Eastern and Latin 
American affairs—on the Foreign Relations Committee. It 
will. be their job to counter the influence of Senator Taft, 
who resigned from the Finance Committee to have a voice 
in foreign policy. As Miss Doris Fleeson writes, the 
Democrats argue that “ Mansfield out-knows Taft and 
Humphrey can out-talk him.” They will have to reckon 
as well with Senators Langer, Ferguson and Knowland, all 
of whom were bitter critics of the last Administration’s 
foreign policy. Mr Taft has also given up the post of 
chairman of. the Labour. Committee in favour of Senator 
Smith, but he will stifl be a member and have the last word 
on labour legislation. The Democrats have found a place 
on the Armed Services. Committee for Mr Stuart 
Symington, another new member of the Senate, and a 
former Secretary of the Air Force. In addition, Mr 
Symington and two other liberal newcomers, Senators 
Jackson and Kennedy, have been assigned to the committee 
on government operations where they will keep a careful 
watch on its chairman, Senator McCarthy. 

In accordance with the seniority rule, the Judiciary 
Committee is presided “over by Senator Langer, who is 
likely to show a more benevolent attitude to immigration 
than his predecessor, Senator McCarran. But the majority 
of the Republican committee members and chairmen are 
congressional veterans with emphatic right wing views ; 
this is particularly so in the committees which handle the 
budget and economic affairs. Senator Millikin, a. strong 
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_ Living with Taft-Hartley 


EWER strikes are expected this year, under a «publican 
.Administration which the trade unions tought to ” 
defeat, than last, when a friend of labour sat in the White 
House. Then more man-hours were lost through work 
stoppages than in any year simce 1947, when the Taft. 
Hartley Act was adopted. The trade unions know tha 
General Eisenhower is not anxious to intervene in disputes, 
and ‘far less likely, if he does, to pull out a juicy plum for | 
them. Moreover, the present stability of prices discourages 
strikes. Mr Reuther, the head of the Automobile Workers, 
is using the revision of the cost of living index—on which 
wage increases are calculated—as a wedge to reopen his 
five-year agreement with the motor companies, but he is 
unlikely to go so far as tostrike. The steelworkers had their 
fill of idleness last year. ' 
Moreover the trade unions are reluctant to stir up trouble | 
which might sour the present sweet disposition of Congress; 
the revision of the Taft-Hartley Act is one of the first items 
on the legislative calendar. Under Mr Meany, the American 
Federation of Labour has publicly abandoned its demand 
for outright repeal of the Act ; Mr Reuther, the new head 
of the Congress of Industrial Organisations, does not go | 
so far, but is willing to be realistic about improvements in 
it. Senator Smith, Mr Taft’s successor as chairman of the 
Senate Labour Committee, hopes quietly to secure as much 
agreement between labour-and ‘management as possible 
before opening hearings. With two liberal Republicans on 
the committee, Senators Ives and Aiken, who may vote with 
the Democrats, it is hardly the preserve of conservatives. 
Senator Taft himself, who is still a member and wi!! exercise 
much influence, both because of his technical knowledge 
and his position as majority leader of the whole Senate, 
hopes, by a number of small concessions to labour, ‘0 stave 
off major changes. 


* 


‘Phe section of the Act which permits the President to 
apply for a court injunction to halt a strike threatening the 
national welfare—and which Mr Truman used ten times 
despite his hostility to the Act—is now being tested in the 
courts. The trade union involved challenged its use against 
a single plant, but the lower court ruled that, because it | 
‘supplied materials. for the Atomic Energy Commision, the - 
President was justified. The courts are also being asked 0 — 
uphold a change in the non-Communist oath required 
trade union leaders which would prevent the few Com 
munists from resigning their party cards while thy swore — 
and picking them up again later. So far there has been 
only one conviction for perjury and three indictments 01 
this score. Senator Taft is ready to close another joophole 
and make the Act symmetrical by requiring emp!oyers fo | 
take the oath though, as he says primly, he doubts whether 
Communiem amosg exaployers is major problem. 
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The World Overseas 


Where are the Neo-Nazis? 


BY OUR SPECIAL CORRESPONDENT RECENTLY IN GERMANY 


HE material captured by the British during their swoop 

on the seven Nazis of the “ Naumann Circle ” may or 

may not produce further evidence of the neo-Nazi revival 

in Germany. But already enough is known to show that 3 

potential danger from a new form of militant Nazism exists, 
and has caused much anxiety to anti-Nazis. 

For a long time, the Socialist Reich Party (SRP), led by 
the former Major-General Remer and Herr Dorls, diverted 
attention from the much more dangerous underground 
activities of neo-Nazis. Remer, in fact, is a nonentity, and 
his party never spread much beyond Lower Saxony—an area 
which had the largest concentration of NSDAP members 


owing to the big proportion of peasants and the presence 


of two great industrial enterprises (the Volkswagen works 
and the Hermann Goering ironworks), created by the Hitler 
state. Similarly Schleswig-Holstein, another agricultural 
area, was and still is exceptionally faithful to the Nazi cause. 
Remer’s party has now been dissolved, but it has not died. 

Another party that has attracted attention is the BHE, 
or “League of Those Driven from their Homes and 
Deprived of their Rights,” which includes many former 
Nazi functionaries. This party has now changed its formid- 
able title to “ All-German Block ” and, with other parties 
of the Right, is openly offering a political home to former 
Nazis as well as to the refugees from the Oder-Neisse terri- 
tories. Nevertheless, the Block is not in the same political 
category as Remer’s party. So far, former Nazis in its 
leadership have accepted a form of state in which free 
elections are held and the legislature and executive are not 
merged. They consider that the era of denazification 
tribunals should be buried for ever, but they do not go so 
far as General Ramcke (or a certain “ League of the Denazi- 
fied” that has just been banned by the Hesse government) 
which claims that one day postwar black lists will be certifi- 
cates of honour to the men whose names appeared on them. 
At one time, the BHE was even regarded by the Social- 
Democrats as a possible partner in a future German govern- 
ment ; but its latest efforts to appeal to ex-Nazis may well 
cast doubt on its suitability. 

The real dangers of a Nazi-military revival lie elsewhere 
than in these parties. After the collapse in 1945, most of 
the leading party men who escaped execution and did not 
commit suicide were imprisoned, or escaped to Italy, Spain, 
Argentina, or Brazil, When they were released, or emerged 
— their hide-outs, they did not openly join or form 
political parties, © Their activities have been carried on 
inside small private circles that have maintained contact 


with the overseas Nazi groups, and with the Waffen SS. 

Links have been established between some of these Nazi 
circles—including, it seems, the arrested Naumann group— 
and the Soviet Zone. Some neo-Nazis, it is true, are 
strongly anti~Communist ; but others see an advantage in 
keeping feelers out to the East. They approach not German 
Communists but ex-officers who are serving the Russians 
in the Soviet German army, or those in the West 
who favour Russian proposals for a neutral, armed 
Germany. The Naumann circle is said to have been 
in touch with the Bruderschaft, a group of ex-officers 
in Hamburg that split over the question of contacts 
with the Soviet Zone. The military groups that look east- 
wards are much smaller than the organisations of former 
regular soldiers that support a western alliance for 
Germany ; but the fact remains that Nazis are anti-western 
in their outlook, and therefore liable to turn eastwards. 

There is evidence that Nazi groups, over the past two 
years, have been working behind the scenes to influence 
civil servants and capture control of the right-wing political 
parties. It is this dangerous development that led to the 
arrests made last week in the British Zone. These intrigues 
have been made easier by the fact that the Free Democratic 
Party and the Deutsche Partei, both of which are in Dr. 
Adenauer’s coalition government, are out to attract the votes 
of former Nazis and of ex-regular officers (including the 
Waffen SS) in the coming federal elections. The FDP—a 
coming political force, which is supported by non-Catholic 
industrialists because of its opposition to trade union claims 
—is led by a staunch democrat, Herr Bliicher, the vice- 
chancellor. But his position is not secure, for the last party 
conference elected as one of his deputies the leader of the 
right-wing branch in North Rhine-Westphalia, Herr Middel- 
hauve. Herr Middelhauve is himself a democrat, but it is 
in his nationalist section of the party that the Naumann 
group has gained influence. 

Recent events in the Lander indicate that the Social- 
Democrats, as well as the trade unions, cannot but welcome 
the recent British action. In Hesse, the Socialist govern- 
ment has been raising a storm over the activities of the Bund 
Deutscher Jugend, an organisation formed by ex-Hitler 
Youth leaders. The BDJ is apparently anti-Communist 


(and anti-Socialist), though nobody can be quite sure. After 
its members were discovered carrying lethal weapons at a 
recent meeting, it was banned in Hesse and some other 
Laender. However, by agreement with the American High 
Commissioner, the Premier of Hesse dropped inquiries into 
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the “ Technical Services,” a body which was connected 
with the BDJ and is thought to have contacts with former 
members of the Waffen SS in Holland and other countries. 
For a time, some “cloak and dagger” Americans seem to 
have thought that the “ Technical Services ” would provide 
guerillas in the event of war, but the truth of this matter 
will probably never be revealed. As Herr Zinn, the Premier 
of Hesse, rightly remarked, Germany under the surface is a 
jungle of espionage, counter-espionage and camouflaged 
political organisations. 

Growing activities by neo-Nazis have been accompanied 
by nationalist, militarist propaganda that has become 
increasingly bold. Some of the widely read illustrated 
weeklies have carried a number of articles on the private 
lives of Hitler and other leaders and on the war criminals 
that have worried anti-Nazis, including Dr Adenauer 
himself. Books glorifying German soldiers and generals, 
with special attention to the Waffen SS, are now pouring 
out. Most of them teach the lesson that Hitler’s war was 
another heroic struggle in defence of the Fatherland, that 
left unblemished the glorious tradition of the German army. 
The financial risk involved in publishing them does not 
seem to be great, either because their sale is big enough to 
cover costs, or because some of the funds that “ the 
generals ” collect from business firms are available. 

When assessing the chance of a Nazi revival, the fact 
must be taken into account that a great number of former 


Iraq: When Deputy Meets Constituents 


FROM OUR CORRESPONDENT IN THE MIDDLE EAST 


THE ECONOMIST, JANUARY 24, 195) 


party members and officials are back in their posts jp the 
civil service (notably in the Foreign Office), |: 
ment, schools, business enterprises and the judiciary, 


of the smaller men in these posts were only fellow-travellerg 


in the Nazi party and will support any government of the 


day. But two points of danger may be noted. One js thy | 
the older generation of democrats is dying out and there ig 
d the other = 
is the extreme importance of having an impartial legal 
system to maintain public confidence in the state. Several. | 


only the Hitlerite generation to take its place ; an: 


recent trials for crimes committed against Germans durin 
Hitler’s day have resulted in extraordinarily lenient verd 
and have caused much concern among the democrajs, 


The picture of the neo-Nazi revival is, then, on the 
It is, however, unbalanced unless the” 


Che publi¢ # 
in general is passive. The Germans want to forget the | 


whole depressing. 
strength of the opposing forces is considered. 


Hitlerite period because it ended in disaster ; most of them 
are at present uninterested in and sceptical about neo-Nazi 


activities and politics as a whole. This ostrich-like attitude 


is coupled with a widespread conviction—almost. one might 
suspect, spread by a Nazi propaganda centre—thy 


* nobody knows the truth yet about Hitler or the cause 
None of 4 
this, however, amounts to a desire to see a dictatorship 1 
re-established, because the Germans are at present doing 


the war” and “ we were stabbed in the back.” 


very well under a democracy. 


money must be spent in contact witha | 


cal govern. 


fg ; 
Cte 3 


effect of | 


becomes more democratic. One 
direct voting is that the cost cf standing 
as a candidate has increased. More | 





HE result of Iraq’s first general 

election under the direct voting 
system proves that, in a largely illiterate 
country, a change of system makes little 
difference to the face of the Chamber cf 
Deputies ; as was pointed out in The 
Economist of November 22nd, it “ can- 
not affect the family and tribal hold on 
a majority of the seats.” And so the 
elder statesman General Nuri Pasha es 
Said—a pillar of the old ruling class and 
a Sunni Moslem—has once again been 
returned to power with strong support. 
The party of his riva] for feudal and rural 
support—Saleh Jabr, who it was thought 
might command votes among the Shiah 
peasantry—won only five of the seats it 
contested. The town parties that dress 
in various shades of pink boycotted the 
elections, despite the granting of their 
wish for a direct voting system. Some 
abstained because their leaders were in 
prison, but all, by so doing, tacitly accept 
the salient fact of current Iraqi politics: 
that there is no conceivable form of 
democratic election that could lift the 
vociferous urban political parties to 
power in the country. 

Nevertheless, direct elections have had 
some effects. A friend of mine who has 
been a deputy for twenty years has 
found it interesting to discover the 
existence of hi¢ constituents. “ Really,” 
he remarked, with some degree of 


wonder, “they are good people.” He 
spoke as one who had voyaged into a 
strange country and found beneath the 
indigenous barbarity an unexpected 
inherent worthiness of character. In 
past elections it had been enough to know 
a handful of people who had controlled 
the much more malleable group of 
secondary electors, who in turn con- 
trolled the votes of sections of the mass 
of poor illiterates. Now it is necessary 
to look more closely into the pit. In my 
friend’s house during the past fortnight 
there have been groups of workers sitting 
as guests. “Really, most interesting.” 
He explained that he had been remiss in 
not doing this before. He finds that the 
“ bolshevists ” have been working among 
the people all the time and that he is 
having difficulty in explaining to them 
that the “ bolshevists”” can do nothing 
for the Iraqi people. “If people like 
myself propose reforms,” he began. 
“If ?”, I interrupted. “Ah,” he replied 
quickly, “but there it is. We cannot 
forget altogether what we have said. Our 
politics must change because we have 
spoken to them. Nuri Pasha himself 
must see that.” 

It may so happen that by electoral 
reform the gap between the minds of the 
poor masses and of the ruling group will 
be narrowed ; but from this it does not 
necessarily follow that the — system 


large number of people instead of witha | 


small group of secondary electors. This 
alone will damage the interests of th 
opposition parties which proposed direct 


elections; for in general, they cannot — 
muster as much wealth in the political | 


struggle as can the landed families. For 
one thing, the opposition parties have 


not enjoyed the fruits of office to any © 


thing like the same extent. 


Can the People Choose ? 


It can well be argued that the old kind 
of indirect election was more “demo 


cratic” in Iraq than the new and direct | 


one, if one takes democracy to represent 
the people’s wishes and ability to convey 
them. The ordinary illiterate voter 


possibly more able to choose wisely 4 | 


decent secondary voter from his tribe of 


locality, than he is to decide {or himself | 


on the merits of people who cmerg 
from the rarified upper atmosphere of 
society to seek election to [’arliamenl. 
At best, he will take advice from the erst 


while secondary voter ; at wors’, he will } 
be influenced by the irresponsible coffee | 
house politician or the delibertcly sub 


versive propagandist. Itag demonstrates 
that there is a stage of socia! develop 
ment at which most people cannot know 
what is good either for themse!\<s 0! for 


their country. The fault of Irau’s ruling | 
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longer — to fly round the world on your trip 
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ie KUUMINIUM | 90K 
BUS QUEUE SHELTER 


Every pay aluminium enters new fields, demon- 
strating its versatility as an all-purpose metal. 
Progress has probably been most rapid in the 
field of structures where applications range from 
the World’s First All-Aluminium Aircraft 
Hangars*® to the now familiar Aluminium Bus 
Queue Shelter to be seen all over Britain’s 


capital city. 


ec of 
ENTERPRISE IN ALUMINIUM gf é 
%ke The World’s First All-Aluminium Aircraft Hangars at 4 t 
London Airport were built by S.M.D. ENGINEERS of 3 ¢ ‘ 
ee 





SLOUGH, the construction company of the ALMIN group. 


S.M.D. have also manufactured bulk quantities of the 





Aluminium Queue Shelter for London Transport Executive. 
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Parent Company 


ALMIN LIMITED - FARNHAM ROYAL - BUCKS - Telephone: FARNHAM COMMON 595 
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Friend hippo’s cavernous mouth reminds us 





of the enormous bite by which you can reguce your heat loss, 





by the installation of Darlington 85% Magnesia Covering’. 
Millions of evenly dispersed air cells 
make it possible for this highly efficient insulation 
to save up to 90% of your waste heat. 


Consult our pgp 
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Technical division, 


who will gladly advise you DARLINGTON 


854 MAGNESIA. 
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on your own 





=~ r a particular problem. 


Manufacturers: THE CHEMICAL AND INSULATING COMPANY LIMITED, DARLINGTON 


Insulation Contractors: Sheet Metal Fabricators: 


THE DARLINGTON INSULATION CO. LTD., NEWCASTLE UPON TYNE | $.T. TAYLOR & SONS LTD., TEAM VALLEY, GATESHEAD-ON-TIME 








3 





5 OO 


OSS, 


TINGS. 





GTON 
ON-TYHE 


woMIST, JANUARY 24, 1953 


Hass “ reactionary ” ‘politicians does 
ot refore, altogether lie in watering 
io) democracy; to some extent they 
- matters by doing this. Their 
- in too frequently using their 
for their own interests (for 

by refraining from taxing their 
nds and fat incomes) and in talk- 
ing much and doing too little about 
bride. ng the gap between rich and poor. 
Per last week’s closer: peep into the 
mprove their approach to parlia- 
responsibility. 


SAUD! ARABIA 





By one means or another, elections are 
“cooked ” in the Middle East, usually 
by those in power, All the trappings of 
secret ballot have been unable to prevent 
this. Often the result has been achieved 
by using police power during the polling. 
The 1946 electoral law in Iraq had a 
remarkable clause making it- illegal to 
arrest voters on their way to the polls 
for debts owing to the government. 
More generally, illiteracy is exploited. 
The new electoral law in Iraq goes to 
great lengths to make this exploitation 
difficult. 

For illiterates, the system of voting 
is as follows: the yoter goes before 
the Election Committee (which super- 
vises all the voting) and the President 
reads to him a list of the candidates. 


The voter chooses those he is voting for 
and announces the names in a voice 
which all the members of the committee 
can hear, The clerk then marks his 


voUng paper and passes it to the Presi- 
dent who puts it in the box. That the 
system is not foolproof is proved by 
rovision in the Ordinance that if 

iber of voting papers in the box 
exceeds the number of people who voted 
by five per cent, it will be left to the 
district judge to decide whether a new 
fection should be held ; but if the excess 
is less than five per cent, the committee 
will remove from the box sufficient 
Papers to leave the correct number. Even 
this is an improvement on the 1946 law 
Which allowed a ten per cent margin of 
‘ror. it is not to be wondered at that 
* candidate im Iraq considers it a matter 
% great importance to know whether the 
Election Committee favours him or not. 


the 7 


1 
the n 


The doctrinaire democrat deplores the 
weakness of Iraqi democracy but he 
ignores the fact that democracy is a way 
of life, not a system. Were a_perfect 
system devised in Iraq, the fact would 
still remain that polling in the rural 
areas, which elect the majority of the 
Deputies, would be subject to the 
influence and even authority of local 
landlords and tribal leaders. .As a result, 
Nuri Pasha es Said has ruled Iraq for 
many years whether inside the Cabinet 
or out of office. Not even his enemies 
are ready to name a statesman of his 
Calibre ready to replace him. He 
brought to Iraq, even at a time when the 
example of Iran was festering in 
nationalist minds, the benefits of the oil 
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agreement which is the biggest single 
development in the Middle East since 
the creation of Israel. If the present 
Iraqi system awards him the power to 
stabilise his country on the basis of its 
profits from oil, it is difficult to see what 
greater benefit a better democratic 
system could offer the people. A great 
deal will depend upon whether his 
elderly but agile mind can respond to 
the growing need for the comparatively 
few and simple reforms that are neces- 
sary to hold the situation. Otherwise the 
mob, led—as in November—by dis- 
gruntled Socialists, despairing Liberals 
and Communist agitators will sooner or © 
later throw Iraq into the revolutionary 
muddle that now exists in Persia. 


M. Monnet Reports 


AST week M. Monnet presented the 

High Authority’s first formal report 
to the parliament of the European Coal- 
Steel Community, the Common Assem- 
bly. For a number of reasons the per- 
formance was not an unqualified success 
—the report reached the parliamentarians 
too late for detailed study and, in any 
case, much of it was speculative because 
the heart of the matter, the institution 
of the common market itself, still lay in 
the future. The Common Assembly, 
which will meet in real earnest next 
May, has the power either to approve 
or reject the annual report of the 
Authority, to give the nine office 
holders a vote of confidence or, by a 
two-thirds veto, to turn them out of 
Office. 

During last: week’s session members 
of the Commen Assembly acted like 
parliamentarians ‘¢verywhere. They 
asked the Authority a lot of large ques- 
tions and they showed, as was natural, 
more concern for the national constitu- 
encies they represented than for the 
nascent European community. One of 
their criticisms, for example, was that 
out of determination to treat the Six as 
a whole, the authors of the report had 
nowhere set out the coal and steel pro- 
duction of each member nation. re 
important, however, was the delegates’ 
undisguised anxiety for assurances about 
the immediate future, and their dis- 
appointment that the experts had not 
provided them with a detailed horoscope 
covering every day of the year after 
February 1oth, the date when the com- 
mon market for coal, iron ore and scrap 
comes into force, and April roth when 
these commodities are joined by steel 
and certain steel products. 

In this respect the outsider is struck 
by how shanply the Assembly and M. 
Monnet differ in their concepts of a 
planned community. The parliamen- 
tarians expect a blue-print 


guarantees security. M. Monnet, while 
appreciating the need for security, puts 
his main emphasis on the need to inject 
into a ramshackle European economy 
the elements of risk taking, together with 
its benefits. He seems. to see the 
international civil servant not as an 
accountant but as an entrepreneur. 
Moreover, his planning is flexible. 
Although he is perfectly clear about his 
goals in five or ten years’ time, he is 
not prepared to say how, precisely, he 
will respond to the events of tomorrow. 
The report itself often reflects this 
unorthodox approach toward planning. 
It is divided into five main sections, 
briefly summarised in the paragraphs 
below and in a subsequent article. 


Establishment of the Community 


The first section shows how the insti- 
tutions of the Community have been 
erganised- and describes the relations 
with non-members. The High Authority 
itself took office on August roth of last 
year and the first session of the Common 
Assembly followed one month later. 
The Court of Justice met in December 
and the Special Council of Ministers has 
held four meetings. The Consultative 
Committee, composed of - producers, 
labour and consumers, is in the process 
of being formed. 

Among the nine membegs of the High 
Authority there is general agreement that 
decisions should be taken collectively. 
The administrative machinery is now 
complete and will operate with a total 
personnel of 280, of whom 20 per cent 
are translators or interpreters. Under 
the High Authority there are eight divi- 
sions: production, market, investment, 
finance, transport, economic, labour 
problems, and cartels and competition. 

The High Authority has established 
links with the Council of Europe and 
with OEEC. It has also sought success- 


- 
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fully to get a waiver from Gatt which 
wil] allow members of the Community 
to eliminate duties and quotas among 
themselves without extending similar 
benefits to non-metnber states. Non- 
member countries which have accredited 
delegations to the High Authority are 
the United States, Great Britain and 
Sweden. Of these, it is clear that the 
Community attaches the greatest impor- 
tance to creating close ties with Britain. 
The High Authority and the British 
delegation, have established a Joint 
Committee and set up three working 
groups: supplies and requirements, 
investments, workers’ housing. While 
stressing that the Community does not 
expect from Britain any delegation of 
sovereignty, the report describes the 
ultimate form of asseciation with Britain 
in this way: 

[Association] will not result in a trade 
treaty or division of overseas markets but 
in concerted action of a permanent 
nature, responsibilities, rights and obliga- 
tions shared on a-basis of equality. 


Preparations for the Common Market 


The introduction of a common market 
ameng the six nations will bring together 
a total annual coal production of 240 
million tons, a steel output of 41.6 
million’ tons, iron ore production 
amounting to 18.2 million tons and scrap 
resources* of 20.2 million tons. This 
represents 5-6 per cent of the total pro- 
duction of the Community and 1§ per 
cent of its industrial production. It will 
also reunite the most powerful indus- 
tria] basin in the world, the area extend- 


- ing from southern Holland to Lorraine 


and from the Pas de Calais to the Ruhr: 
“ More ‘than 90 per cent of all the coal, 
more than 75 per cent of the iron ore 
and more than 74 per cent of the steel 
of the entire community is produced in 
this region.” 

A second part of the report enumerates 
the steps that the High Authority has so 
far taken to prepare the way for the 
common market: 

Customs duties, quantitative restric- 
tions on imports and exports, and dual 
pricing on sales among the countries of 
the Community are. scheduled to dis- 
appear when the common market opens. 

Coalgallocations, as set jointly by the 
ECE in Geneva and the OEEC in Paris, 
will remain fog the first quarter. This 
means that sales of coal among the six 
will remain more or less: fixed unfil 
March 31st, and meanwhile the experts 
will study the pattern that emerges as 
orders are placed for subsequent trade. 
The High Authority has taken no 
decisions about the second quarter. 

In carrying out the Treaty provisions 
for the elimination of cartels and con- 
centrations the High Authority has 
décided to go slow “in view of the deli- 
cate ‘and novel nature of the question.” 


The perequation fund—that is, the 
levy to be collected from more economic 
producers in order to help modernise 
backward Belgian coal mines—may not 
begin to function simultaneously with 
the common market. In accordance 
with the Treaty, the High Authority is 
waiting for the Belgian Government to 
fix its budgetary contribution, which it 
has not yet done. 


Price Problems 


Experts working for the High 
Authority have obviously devoted much 
patient study to price problems within 
the Community and to the many ques- 
tions that bear directly on prices—trans- 
port charges, amortisation, subsidies and 
compensations, and other “ distortions ” 
such as differing rates of tax and social 
charges. Even so, they have barely 
scratched the surface and hence their 
conclusions are, for the most part, ten- 
tative. Their thoughts seem to run along 
these lines: 

The “ distortions” between the in- 
dustries of the Six are limited—in con- 
trast to the differences between the coal 
industries of Britain and the Community 
as a whole, which are so marked as to 
make the two systems “ incompatible.” 

What the report calls “ flagrant” dis- 
crimination in transport rates—that is to 
say, charging another member of the 
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Community .more than do: 
for internal transport—is to 
ated within three months. 0 
of discriminatory transport ch. 
as protective rates, will be 
more gradually, 

Producers will have to “};.; 
their methods of quoting prices. and 
rules must be established re gulating the 
part to be played by whole-alers and 
other intermediaries in the ¢ 
of coal and steel, 

At this stage the High Authority seems 
primarily, concerned with a study of how 


nestic Userg 
Se ¢elimin. 
her forms 
RES, such 
abolished 


Monise ” 


Stribution 


vention or monopolistic practic¢ 

The report says nothing of a reassyy. 
ing nature on the questions that are of 
most immediate interest~to French and 
German producers. The French feg 
that with the introduction of the 
common market their supplies of scrap 
and iron ore will be drained off by their 
partners. Moreover, they ask how 
France, with a large deficit in EPU, cap 
do any buying in the common market. 
For ‘their part the. Germans want the 
Authority to push on with the task of 
ending the postwar system whereby 
Germany is compelled to export coal to 
its neighbours ; it is an additional griev- 
ance that to replace this coal they must 
assume the largest burden of finding 
dollars to import American coz). 

(To be concluded) 


a 


The Fate of the Soviet Jews—I 


HE news that nine doctors, most of 
them Jewish, were accused of 
plotting—on the orders of the “ bour- 
geois Zionist” organisation “ Joint "— 
against the life of Soviet political and 
military leaders must have come as a 
shock to Russia’s Jews. True, there 
had been previous signs of disgrace. 
A mysterious veil has been drawn over 
the fate of Soviet Jews since the war, 
but the little information that has slipped 
through has shown that the Jewish 
nation was out of favour ; Jewish books, 
newspapers and theatres have been 
radically suppressed. Such limitations 
howeger are one thing ; the singling out 
of the Jews as the most likely fifth- 
columnists is quite another. 
The blow must have been particularly 
bitter since it was thought that the 


revolution had inaugurated a new era 


of non-discrimination. The downfall of 
tsardom marked the end of disabilities 
and persecution. The official pale of 
settlement in the Ukraine and White 
Russia’ was abolished. The doors of 
the large towns, of Moscow and 
Petrograd, were thrown open not only 
to the select few but to all Jews. 
Schools and universities—wHere hitherto 
admission of Jews was strictly limited— 


were thrown wide ‘open as well. Most 
important, however, Jews were finally 
admitted without restriction to a!) trades 
and all professions. To Jews, at least, 
the revolution meant equality of rights 
and opportunities. 

The thought that such a_ Jiberation 
would be impossible within the frame- 
work of the tsarist regime had been 
prevalent among the Jewish intelli- 
gentsia and Jews were numerous im 
the galaxy of revolutionary leaders. This 
does not mean that the Jewish com- 
munity welcomed the Bolsheviks whole- 
heartedly. Far from it. The Jewish 
socialist party—Bund—had much sup- 
port among the Jewish workers and 
artisans. Zionist and other national 
groups were powerful among tc pely 
shopkeepers in the small towns within 
the pale. But the civil war changed 
this situation. The White Guards 
brought in their wake lootings and 
pogroms. To Jews the Bolsheviks 
became the symbol of protection and 
equality. Thus the White Guards 
unwittingly transformed into su, porte’ 
of Soviet power many Jews who by 
disposition, social and ‘politics’ back 
ground would have been its op; nents 
This also made it easier ‘cr the 
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Communists to. eliminate other . Jewishevstradesmen. and artisans living from hand 


politica! parties. . 3 
Yei, after the civil war the Jewish 
had still to be tackled. It was 


MCL 
tl to regulate the Position of 
this minority among minorities; and it 
was also indispensable to find productive 
employment for the ghetto community. 
In pre-revolutionary discussions ~ the 
Bolsheviks had argued that only the 
second issue really mattered, that once 
the Jews had been granted equal rights 
and opportunities for employment 
gssimiletion ‘would take care of the 
national problem, In fact they denied 
to Jews—-whose nationhood Iacked a 
territorial basis—the status of a nation 
and were in favour of minority rights 


for them but not full cultural autonomy. 
These were Lenin’s views and also those 
of Stalin. 

In practice the Jews prospered during 


i 
the first years of Soviet rule. In the 


to mouth. Even a normal capitalist 
society would have found it difficult to 
absorb so many petty businessmen. The 
only permanent way out was to find the 
Jews an outlet in industry and 
agriculture. 

The two drives were carried out simul- 
taneously but at first the emphasis was 
on agriculture. Jewish farmers were 
encouraged in the Ukraine. Special 
settlements were founded in the Crimea. 
The most ambitious project, however, 
was started in 1928: it aimed at setting 
up a Jewish state in Biro-Bidzhan near 
the Manchurian border. Here many 
birds were to be killed with one stone. 
The Jewish national problem was to be 
settled by providing the Jews with a 
territorial base; Zionism—which was 
attacked as a tool of British imperialism 
—was to be countered by a Soviet 
version ; and a prosperous state would 
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area of Jewish concentration in the 
lormer pale, state schools were founded 
with Yiddish as their language. Yiddish 
became also the administrative language 
in many districts, and Yiddish daily 
hewspapers sprang up in Kiev, Minsk, 
Moscow and Odessa. In Moscow, where 
Jews were not allowed to settle before, 
a Jewish national theatre was founded by 
the State. All this was done with 
Stalin’s approval, since as Commissar of 
Nationalities he controlled the special 
Commissariat for Jewish Affairs. 

The economic issue, however, proved 
most difhcult to solve. The ghetto com- 
munity was an inherited anachronism. 
In the feudal kingdom of Poland it had 
served a social function as the main 
commercial and artisan class. But with 
its absorption into Russia and -with the 
growth of native traders the Jews were 
being steadily squeezed out. Thus the 
bulk of the almost exclusively urban 
Jewish population confined to the pale 
of settlement consisted of petty, marginal 





be useful on the border. Though 
inaugurated with great ceremony the 
colonisation of Biro-Bidzhan proved a 
fiasco ; on the eve of the war, the Jewish 
population of Biro-Bidzhan was esti- 
mated at less than 40,000. Im any case 
it was difficult to expect the Jews to 
feel enthusiastic about pioneering work 
in bad climatic conditions, in a 
distant land, far from towns and from 
their traditional centres. The coffin of 
the Jewish state was probably nailed 
during the purges, in the thirties, when 
many of the Jewish leaders in the so- 
called Jewish Autonomous Territory 
were exterminated as oppositionists on 
the far-fetched charge of spying for the 
Japanesé. 

The absorption of Jews into industry 
met with greater success. Starting 
slowly, it gathered momentum during the 
s-year plans and it is claimed that by 
1939 there were about 1,500,000 Jewish 
workers and employees in the Soviet 
economy. It is true that more than half 
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were non-manual weskers; and this 


predominance of the intelligentsia 
rendered the Jews particularly vulner- 
able during the purges which were 
largely aimed at the Party intelligentsia. 
In addition, as Jews were prominent in 
the Bolshevik old guard, they also got 
pride of place in the notorious trials. 

The wave of Russian nationalism 
which followed the purges and was 
Officially sponsored.until after the wat 
could not be isolated. It spread to other 
Soviet minorities, including the Jews. 
There was yet another factor slowing 
down Jewish assimilation ; in Russia, as 
elsewhere, the Nazi persecutions evoked 
a deep echo even among assimilated 
Jews. They did not hide their feelings 
as they coincided with the official Soviet 
line. In 1936 Molotov called fascist 
anti-semites “present-day cannibals.” 
Three years later he was signing the pact 
with Ribbentrop. 


Tragedy in Wartime 


This was the biggest blow as yet to 
Russian Jewry ; a double blow since in 
the Nazi era most Soviet Jews belonged 
to the pro-Western faction. The agree- 
ment with Germany also led to the addi- 
tion of a large Jewish population living 
in the territory of Poland, Rumania and 
the Baltic States which was annexed by 
the Soviet Union. These two million or 
so Jews were neither assimilated nor 
“ sovietised.” Not much time, however, 
was left to deal with them as the war 
was soon to break out. 

The Jews were its first victims. Those 
who were not evacuated in the chaos of 
the first days were slaughtered merci- 
lessly by the Germans. A _ natural 
alliance between the government and the 
Jewish community was. cemented by 
blood in this.deadly struggle. The Jews 
could again be trusted. Their ties with 
the West were also proving useful, 
Litvinov, who had been dismissed as 
foreign secretary on the eve of the Nazi- 
Soviet Pact, reappeared as ambassador te 
Washington. Jewish writers, poets and 
actors were sent abroad to conduct 
propaganda among Western Jewry. 

With the end of hostilities the Russians 
started counting their dead and the Jews 
again were most prominent among them, 
Out of about § million, less than half 
had been spared. It seemed that they 
had earned their right to peace. But 
peace was soon followed by cold war ; 
from most loyal subjects the Jews 
became the suspects, the potential fifth- 
columnists. 


(To be Concluded) 
* 


Correction: An article on page 154 of 
The Economist of last week mentioned 
Dr Clifford Clark as deputy” Minister of 
Finance in the Canadian Government. We 
regret that Dr Clark died on December 27th. 
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Under President Tito 


BY A CORRESPONDENT 


N searching for neW constitutional 
forms that will avoid the evils of the 
Soviet system the Jugoslav leaders have 
been strongly influenced by ~ political 
thought in the West, though this pater- 
nity may be difficult to recognise in the 
child now produced. The new constitu- 
tion which came into force last week, has, 
moreover, certain unique features which 
are claimed to be designed specifically 
to meet present conditions in Jugoslavia 
and to be expressions of Marshal Tito’s 
own brand of Communism, now referred 
to in Jugoslavia as “ socialist democracy.” 
The election of Marshal Tito under 
the new constitution to the position of 
President and head of state merely gives 
de. jure recognition to a position he has 
virtually held since 1945; the former 
15-member Presidium, which is now 
abolished, haf “had @ very shadowy 
existence. The Président is also to be 
Premier and Commander in Chief of the 
Armed Forces—positions which Tito also 
held under the old system. 

Under the old constitution parliament 
consisted of two houses, a Council of 
Nationalities, representing the six re- 
publics and a Council of Representatives 
of the whole adult population. The new 
constitution also provides for two houses, 
a Federal Assembly and a Council of 
Producers, both to be elected by direct 

. vote. The Assembly whose deputies are 
to be paid, replaces the Council of 
Nationalities which is now reduced to an 
appendix of the Federal Assembly ; it 
will meet only to discuss matters con- 
cerning the different nationalities. This 
reduction in status of the Council of 
Nationalities is a measure of the remark- 
able progress made during the past eight 
years towards eliminating inter-regional 
strife. q 

The Council of Producers is of unique 
constitutional interest. It will consist of 
211 members representing the “ working 
collectives ” or nationalised enterprises 
both in industry and agriculture. Pro- 
fessional workers, private peasants who 
do not belong to some kind of co-opera- 
tive and private citizens will not qualify 
for this second vote. The representa- 
tives are allocated according to a com- 
plicated system which allows one repre- 
sentative for 70,000 workers and groups 
enterprises so that each “is represented 
on the council in proportion to its 
participation in the total production of 
the country.” The aim of this chamber 
—which is reproduced at all levels of 
government except the lowest—is to 
weight the voting power in favour of 
those classes who are most likely to 
favour the government’s policy. 

The function of the National Assembly 
is “to pass laws, draw up the federal 


* 


economic plan, pass the budget, decide 
trends in home and foreign policy, pass 
declarations and resolutions on matters 


_of federal concern and decide whether 


matters of great importance shall be 
submitted to referendum.” The 
Assembly is in permanent session and in 
the event of a dispute between the two 
houses, parliament is to be dissolved and 
a new election held. 

The chief executive body is the Federal 
Executive Council with the President at 
its head, Thirty-seven of its members 
were elected last week by parliament and 
to these will be added the six new presi- 


PRESIDENT TiTO 















Federal 
Assembly (276) 


Council of 
Producers (211) 


Each with its own organs 
of government as below 





District and Town Distri¢f and 
Assemblies Councits of 


Assemblies for Municipalities: 


dents of the republics as soori as they are 
elected. The Council will be divided 
into subcommittees and is answetable to 
parliament. It combines the work of a 
Cabinet and some of the functions of the 
Premier and its political importance may 
supersede that of the old Politburo of the 
Communist Party most’ of whose 
members in any casé belong to the new 
Executive Council. 

The new law also makes provision for 
the establishment of a permanént Civil 
Service (Federal Administration) in the 
form of five State Secretariats—Foreign 
Affairs, Home Affairs, Defence, National 
Economy and the Budget. The secre- 
taries for Foreign Affairs and Defence 
must be deputies, while the heads of the 
other secretariats are to be permanent 
civil servants. 


é 


- that of the Communist Part, 
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The new constitution do. not def 
the organs of Pepublican rover 
but it has already been mvc clear ae 
these will be on the same |ines as th 
central government. . 
There is nO Teason to doubt that op 
of the basic aims behind this mai 
reorganisation of central and local 
government has been to € goven, 
ment more democratic, in the sense g 
allowing more people to tai part inj 
and of making both cent:.! and Loca 
assemblies active and responsibh 
democratic institutions. This has not » | 
“far been the case at any > with the 
central parliament ; its uniform acquiey. 
cence in official proposals has been y 
much taken for granted that on som: 
occasions the chairman has (orgotten » 
put motions to the vote- ng in fac 
was becoming obsolete. 
Two. developments will watched 
with great interest. Who will be th 


initiators of policy—which up to nog 


has been in the hands of a small grow 
of the Politburo of the Communig 


Party—and what part is the party itself | 


going to play in the new government? 
It is clear that Marshal Tito is playing 
for support on a basis much wider than 
which con 
tains less than a twentieth of the popu. 
lation. But in introducing so many mor 
people into government, wil! he not ru 
the risk of losing the contro! which w 


to now he has exercised through placing | 


Communists in all key positions ? 


At the party conference last November 
the Communists were told that they wer 
to play a leading role in educating and 
leading their countrymen by precept and 
example towards the new socialism 
Communists are to be a kind of elite who 
will be elected to the new organs 
government because their political virtues 


“will-be_acknowledged by their fellow 


Citizens. “Sifice November, the Parts 


Or driisation has. ‘Deen undergoing ! 
drastic ovérhaiil to At it for this difficult 
fole. The party miachinery, formetly 
modelled ‘on that of the Soviet Unica 
and based on the activity of many small 


. Cells, has been changed. The number 
Cells is being reduiced so that local patty 


organisation is based on districts ald 
wards as in British political parties. In 


Belgrade the number of loca! organist 
tions has been reduced by ne:rly a hall. 
This is the first big reorganisation a 
pafty machinery since the wer and the 
new organisation supersedes one that ws 
designed primarily for underground 
work. Yet it cannot be assumed that « 


is intended to weaken Communist pene 
tration. of political life or abiogate ay 


. of the party’s political power. |' remains 


to be seen whether training an discipline 
(and the lack of any rival par'y) will be 
sufficient to keep Communists 19 4 com 
manding position at all cvels 


government. 
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Here Burroughs Calculators win every time — 
for on many jobs they speed up the rate of pro- 
duction by as much as 20%. Whether the job is 
straight addition, payroll or invoice calculating 
and checking, Burroughs machines, because they 
operate with the minimum of rehandling and the 
maximum output for each key-depression, supply 
the fastest answers, 


Before deciding, see Burroughs first. Ask them to 


a calculatin 


EVER CALCULATING MACHINE YOU BUY, 
chase price will be only a fraction of the 
mount you will pay in operator’s wages, 
e cost of office space and desk space during 
chine’s lifetime. The point to decide is not 
“which machine costs least?” but “which machine 
will save the most?” 
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How much sh 


machine 


demonstrate the type of calculating machine that 


will do, most practically, most economically, the 
daily volume of figuring work for your business. 

Burroughs Adding Machine Limited, Avon 
House, 356-366 Oxford Street, London, W.1. Sales 
and Service offices in principal cities, 








reduced 





ould you pay 


More work at /ower cost 


Burroughs Calculating Machines have recently been substantially 


in price. Now, not only do you save more in operating 


costs through the years, but also at the time of purchase. This 
applies to all Burroughs models: hand or electric; capacity of 
from 6 to 14 digits; sterling, decimal, or fraction keyboard; one 


answer dial or two (with direct subtrac- 
tion). Every one is designed and built to 
fill exactly a particular calculating need. 


FI LO Lf fm, fm fm fm fm ffm fm fm fm, 


** Have you studied the causes 
of peak periods in your office?” 


Burroughs’ useful booklet *‘Ways to Save Time in an 
Office’ poses—and suggests answers to—many 
questions like this. It contains practical advice on 
initiating investigation into the cause of hold-ups, 
waste of time and labour. It is obtainable free from 
(ao at their address above. 


Nae Nee See ee Se See See Sree See Se” Set” net Stl” Stl Stl tl! el 


Count on 


<jurroughs 


for straight answers 
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2 out of 3 


of the world’s total population of 2 400,000,000 


live a life untouched by electrical power 


Civiusen LIFE, as we know it today, based on power 
applied to the machine, is little more than-150 years old. 
As yet, less than one third of the world’s total population 
enjoy the full benefits of electricity — the modern source 
of power for industry. The great mass of mankind still live 
on a primitive grain economy and are supplied, for the 
most part, by village handicrafts. 


They use the same 
modes of production, the same sources of power, light and 
heat that were used 2,000 years ago. 





The Indian peasant crouching over his fire of dried cow 
dung; the Mexican peon shuffling along dusty tracks to his 
water hole; the Egyptian fellah trudging behind his 
water buffalo; the African tribesman squatting in his mud 
hut — these are typical of the living standards endured by 
2 out of 3 of the world’s population today. This is the 
measure of the task before the industrial west. With a 
world population increasing at a rate of over 20,000,000 a 
year, living standards in backward regions cannot be 
raised quickly without electrical power — power that can 
be applied to the machine. And until the living standards 


EXPORTING POWER THAT THE WORLD MAY BE FREE 


THE 


BRUSH ABOE 


GROUP 


Diesel engines and electric equipment for use on land and sea produced by THe BRUSH ELECTRICAL ENGINEERING CO. LTD., and ASSOCIATED BRITGH O'' ENGINES 


MIRRLEES) BICKERTON AND DAY LTD ° PETTERS LTD - 


J. AND H. MGLAREN LTD * THE NATIONAL GAS AND OUL ENGINE CO. LTD * HENRY M! 
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of these backward regions are raised, politic.’ 
that threaten the free world arecertain to flouris!, . 


loctrines 


i spread, 


A great export future 


THE BRUSH ABOE GROUP has been formed from a number 
of old-established British engineering companics with a 
high reputation for the design and making of diese! engine 
and electrical generating and distribution equipment. 


Production has been rationalised and a world marketing 
network developed in order to meet the world’s vent and 
ever-growing demand for industrial power. |! lic group 
can produce every week over 2,000 internal combustion 


engines ranging in power from 3 b.h.p. to nearly 3,00 
b.h.p. During the past few years, THE BRUSH A 
have placed this vast production to the expor' 
In 1952, the export output of the Group was approxi- 
mately one third of the total United Kingdom exports of 
diesel engines and diesel generating sets and exceeded the 
total exports of similar plant from the United States, 
There are almost unlimited opportunities in 
THE BRUSH ABOE GROUP as it tackles one of the world’s 
most pressing economic problems — the supply of quickly 
installed and easily serviced plant that can be used 
immediately as a source of industrial power. 


E GROUP 
markets, 


front of 









The Group is also helping the country’s export drive 
to the utmost of its resources through the 
proportion of its total output that is sold {o foreiga 
currency. 


‘Ty high 


nows LT) 


















3 


ng 


up 


On 


100 


ets, 

IXi- 

sof 
the 
tes, 
: of 
|d’s 
ckly 
sed 


drive 


high | 


reign 


JHE FCONOMIST, JANUARY 24, 1953 


ged “ short ” Census of Distribution* published by 
ihe Board of Trade last weekend—a fuller account 
is to follow later—is a mass of statistics without much 
aid for the reader’s digestion. But if the form is 
forbidding, the facts that the census reveals are in many 
ways remarkable. Here, for the first time, is a detailed 
picture of Britain’s shops and shopkeepers. Nearly 
half the trade of this country is done by single shops— 
the “ independent” retailers of the Board of Trade’s 
monthly retail sales figures—many of them with a level 
of turnover so low that it is surprising that they manage 
to stay in business. The census shows the state of 
retailing in the year 1950. There were then 531,143 
retail shops in Great Britain and their total turnover 
approached £/§,000 million. On the average, there is 


* Census of Distribution and other services, 1950. Retail Trade. 


H.M.S.O. 2s. 6d. 


RETAIL TRADE IN GREAT BRITAIN 
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Network and Patchwork 








one shop for every 500 of the population, and it takes 
a tenth of the total working population of 23 million— 

2,265,291 men and women to be exact—to staff them. 
And perhaps the really surprising aspect of these large 
numbers is that roughly three out of five shops sell 
food, without counting in the food departments in the 
big stores and the bazaar shops. 

But although these food shops (322,358 of them 
specialising in food and “ perishables”) comprise well 
over half the total, their turnover of £2,543 million 
shows that they did about half the country’s retail trade. 
These shops, as widely varied as a game of Happy 
Families with cooked meats and off licences for good 
measure, show a range of average turnover between 
£7,000 and {£9,000 a year and they carried very small 
stocks (about £265 each) in relation to their turnover. 
They include the bulk of the small neighbourhood 






















RETAIL- TRADE AND TRADERS IN 1950. 


Retail Establishments 











Kind of Business 
Seles | Persons Wages and) Stocks 
| Engaged Salaries End-vyear 










; £000 Number £000 £000 

Food and perishables... 322,358 | 2,542,824 | 1,183.812 165,910 121,545 
Citas 8h eee denes 89,046 885,178 | 384,425 | 74,330 | 169,941 
| 










30,223 | 218,341 111,008 20,960 | 49,033 
9,528 | 68,528 51,838 


gr er tanee ree ee 





Booksellers, stationers . . 
Chemists’ goods, photo- 


7,904 11,542 


























' 3 | 
graphic goods........ 16,733 | 158,606 | $2,232 18,936 | 29,851 
Furniture. ...........-- 16,086 | 259,006 | 90,453 23,144 | 45,859 

Jewellety, leather and 
sports goods ......... 13,944. 79,766 | 42,972 7,927 26,380 
General group ........- 1,665 | 471.343 | 198,659/ 48.878 | 51,845 

Of which :— i i 

Department stores..... 529 | 308,339 | 199,304| 33,787 | 34,188 
Variety stores ....<... 913 | 106.431 | 52498| 10316| 11.912 





betas ocen ee wees 223 56,572 | 16,857 4,775 5,794 





186,342 82,128 17,382 | 8.991 
53,196 37,764 | 6,700 7, am. 


531,143 | 4,922,931 | 2,265,291 392,070 | 571,103. 
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shops, selling staples and not concerned overmuch with 
variety—and the owners are often in other employment 
and not exclusively dependent on shopkeeping. 

Low though it seems, the turnover of individual food 
shops is not very much below that of independent 
retailers of other goods ; in 1950 few of these had sales 
running as high as five figures, while only the depart- 
ment stores, the “ variety ” stores (which is a new name 
in the census for what are commonly known as the 
chain stores) and the mail order houses recorded sales 
running as high as six figures. Average turnover for 
the majority of shops in this country appears to lie 
between £5,000 and {10,000 a year. The average 
sales of the clothing shops, of which there were more 
than 89,000, are close to the upper limit, together with 
those of the chemists ; the clothing shops carried stocks 
averaging £1,796, while the value of chemists’ stocks 
is slightly lower. Furniture is an exception; the 
average turnover of the 16,000 furniture shops (of 
which a quarter are antique dealers or second-hand 
shops) is about £16,000, and the value of their stock 
is proportionately higher at about £3,000. 

The contrast between these figures for the small 
shops, and those returned by the. big retailers, is 
remarkable. The census puts the department stores, 
“variety” stores and other types of general stores, 
including mail order businesses, into a special category. 
There are only 1,665 such general shops, but they have. 
an average turnover of £283,000 a year. A few 
hundred department stores (529 altogether) average 
nearly £583,000 worth of business every year. The 
trade done by the 913 variety stores is lower, averaging 
* £116,600 apiece. These various types of big general 
shops as a whole employ nearly 199,000 people, but 
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the average value of sales per employee works oy at 
£2,400 a year, compared with an average of less thay 
£2,200 for retailing as a whole. And the stocks that 
these shops carry, which average £31,000, represent , 
smaller percentage of their turnover (11 per cent) thay 
the stocks carried, for example, by the independen 
clothing retailers (18 per cent). The contrast is ny 
merely one of size but also of efficiency in retailing, 


* 


These average figures conceal the widest varia. 
tions in the sizes of shops. Of the half-million 
shops listed in the census, one-eighth sold less thay 
£1,000 worth of goods in 1950, while nearly a fifth 
of the country’s entire retail sales were recorded by 
the 3,419 shops which sold more than {£100,000 of | 
goods in that year. Less than a thousand of the big 
shops were in the food business, for this, more than any 
other type of retailing, seems to attract the small man, 
Most of the big turnover figures are registered by the 
general shops ; few of them have a turnover of les 
than £25,000, and nearly 1,000 have total sales of 
£100,000 or more. Among the specialist shops, 836 
clothing shops—less than one per cent of a total of 
89,000—had a turnover of more than £100,000, but, 
on the other hand, nearly 20,000 clothing shops sold 
less than £1,000 of goods in 1950. The only other 
field in which big shops are found in any number is the 
selling of furniture, but although there are 16,000 
furniture shops, no more than 354 can be classed as 
big. 

The figures so far quoted relate to sales from indivi- 
dual shops. One of the most interesting sections of 
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the report deals with the ownership of these separate 
shops. For example, three-quarters of the 322,358 
shops dealing in food and perishables were indepen- 
dently owned, and they handled about half the total 
sales. The retail co-operatives, which own 20,517 
food shops, accounted for 17 per cent of the sales while 
the multiple shops—that is, chains of ten or more— 
owned 32,000 food shops and accounted for nearly 
19 per cent of total sales. The predominance of single 
shops is less marked in other fields, but they account, 
nevertheless, for between 40 and §0 per cent of the 
total sales of most other types of goods and for 60 to 


| 70 per cent of the shops selling them. The retail co- 


operatives, which own 26,458 shops, are less active 
outside food retailing than might have been expected. 
They own 176 general shops, all but seven of them 
department stores, and these do 16 per cent of the 
department store business. Their 2,825 clothing shops 
account for 6 per cent of the sales of the clothing group. 

A considerable proportion of retail trade appears to 
be done by undertakings owning two to nine shops 
apiece. Not all of these are small. For example, 
undertakings of this kind own a fifth of all the depart- 
ment stores, and handle nearly one-third of all depart- 
ment store business, as compared with the 42 per cent 
handled by department stores under independent 
ownership. But after the independent shops, the 
biggest share of trade goes to the multiple chains of 
ten or more shops. These chains own 97 per cent of 
the “ variety” stores, and account for the bulk of the. 
sales by this type of shop, but they have a strong foot- 
hold in other fields ; 13 per cent of the clothing shops, 
12 per cent of the hardware stores and 15-per cent of 
the chemists’ shops are chain-operated. 

The growth of the multiple chain extends to the 
many small shops revealed in the census. The multiple 
dairies, newsagents and clothing stores are often modest 
in size, employing no more than two or three persons. 
But smallness in scale is not necessarily an indication 
of smallness in sale ; the 1,399 dairies owned by the 
multiples had an average turnover of £14,603, com- 
pared with £8,000 for the single shop dairies. They 
have, of course, the advantage of highly developed 
supply services at their back, whereas the small shop- 
keeper has to organise his own supplies—and also 
decide whether Mrs Jones is good for ten shillings’ 
“tuck” until Friday. The stubborn survival of the 
small shopkeeper in the face of such competition is 
remarkable ; his roots evidently go deeper into the 
structure of retailing than would have seemed credible 


| without the evidence of the census. 


* 


In the past two years, the climate of retailing has 
changed considerably and future censuses will show 
how much of the structure and distribution of trade in 
1950 has survived. When they made their returns, shop- 
keepers were free to choose the calendar year 1950, 
or the fiscal year to March, 1951, as they found more 
convenient. The Korean war started off a retail buying 
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boom in the autumn of 1950 that persisted until the 
early summer of 1951, and its influences must have 
made a considerable difference to the returns of those 
businesses that made their returns for the fiscal and 


not the calendar year. Moreover, in 1950, many 
scarcities and price controls persisted which-have since 
largely disappeared. The existence of price controls 
partly explains the relative uniformity of the gross 
margins recorded by the census, rather less than 20 per 
cent on food, between 20 and 30 per cent on quickly 
moving articles like clothing and hardware, and 30 to 35 
per cent on more durable goods such as furniture and 
furnishings. The variety stores appéar to have achieved 
a slightly higher margin of 27.1 per cent, than the 
department stores’ 24.6 per cent. Most retailers now 
seem to be working on higher margins, but margins that 
are calculated on lower wholesale prices. There are also 
indications of shifts in trade. The co-operatives have 
been recording higher sales of food and lower sales of 
other goods than they did in comparable months of 
earlier years. The department stores report shrinking 
food sales, and for some time in 1952 their sales of 
other goods were also falling, though they have since 
recovered. Until Christmas, the independent shops 
also recorded falling sales, but the multiples gained 
ground rapidly, helped no doubt by freer supplies of 
goods suitable for their trade. It is possible that the 
pattern of distribution is already changing. The census 
shows, indeed, that greater efficiency in retailing is 
possible and necessary. No doubt the consumer, who 


to all appearances has put service and accessibility 


before all else, will prove the final arbiter. 





Binding Cases 


Binding cases for Tut Economist and 
Recorps & Sratistics can now be supplied, 
These cases, made by Messrs. EASIBIND LTD., 
are in stiff, dark blue cloth covers, and are gilt- 
lettered on the spine; they provide an extremely 
effective and firm binding. The case for THE 
Economist will hold 13 issues and the quarterly 
Index; that for Recorps & Sratistics will 
hold 26 issues. 
spine. The cost per case, post free throughout the 
world, is 11 /-. 


The year can be stamped on the 


Orders, stating requirements clearly and enclosing 
a remittance, should be sent, not to THe 
Economist, but *to— 


EASIBIND Ltd. 
(Dept. E), 84 Newman St., London, W.1 


A binding case can be sent on approval if required. 





Profits on the Ebb 


OR the first time since the mild recession in 
1949 industrial profits have fallen. An analysis 
of the accounts published in the last quarter of 1952 
by 616 public companies shows that trading profits 
fell by about 8} per cent, from {261.8 million to 
£239.2 million.. This is the first fall in profits of any 
consequence since the 1948 Companies Act was passed. 
Reports published in the third quarter of 1949 showed 
a fall in profits, but of only one half of one per cent. 
The connecting factors in these two declines are simple 
to isolate: disinflation, falling prices of raw materials, 
and recession in the consumers goods trades. 


Throughout last year, the boom in profits, which had 
been touched off by devaluation and then swollen and 
distorted by the surge in commodity prices that followed 
the outbreak of the Korean war, was dying away. The 
smaller chart, showing percentage changes in profits 
quarter by quarter since 1948, reveals the downward 
swoop in profits that followed last year in the wake of 
falling raw material prices and of restricted consumer 
demand ; in a twelvemonth, the trend line of profits has 
fallen from the giddy—and illusory—summit that it 
touched in 1951 to the subterranean kingdom of the 
minus sign. The graph is based upon the periods in 


which companies published their accounts ; in general, - 


the financial years of these companies ended three to 
six months before the date when the accounts came out 
and the mean point of the financial years in which the 
profits were earned was six months earlier still. The 
majority of the reports that appeared in the last quarter 
of 1952 referred to trading periods that closed at the 
end of June or at the end of September. 


This time lag must always be taken into account in 
comparing the course of profits and of production. The 
larger chart indicates trends in profits and production, 
and also in ordinary share prices, but it does not seek 
to establish any precise correlation between them. 
Percentage changes in profits in a selection of important 
industrial groups, whose accounts were published in the 
last quarter of 1952, are shown against percentage 
movements in the official index of production in the year 
that ended last September. Movements in equity share 
prices (which are commonly, though not entirely, 
affected by the timing of dividend declarations rather 
than by the date on which accounts were drawn up) are 
shown in the form of percentage changes in the 
Financial Times ordinary share indices during 19§2. 

Despite the obvious limitations of this experiment 
with timing, the comparison between profits and pro- 
duction does indicate a reasonably coriSistent array of 
results. The recession in the consumers goods trades 
has clearly outweighed the slight increase in production 
achieved in the capital goods industries, so that a decline 
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of about 24 per cent in production by all the industrig 
groups has to be set against a fall of 84 per cent ig 
trading profits. The biggest falls in protits hays | 


occurred where they were plainly to be expected—ig 
the textile industries and in the clothing and footweg 
trades. The wide difference between a 51 per cent fall _ 
in profits reported by the textile companies ind a fai} 
in production of about 174 per cent is explained by the 
fact that the recession in trade was accompanied by q 
sharp setback in raw material prices, which led to 
inventory losses and these, in turn, to drafts upon 


trading profits. Stock losses also explain why profits | 
in the shops and stores group have fallen so much mor 
sharply than the fall in the volume of-sales. Not all 
industries in close touch with the consumer have had | 
such an unhappy time ; in the brewing industry (at least 
outside London) and the food and confectionery trades 
profits and production have expanded. On the other 
hand, two of the capital goods industrial groups (build- 
ing and shipbuilding) have reported a decline in profits, 


* 


The most important industry producing capital goods, 
the engineering group, reported a 124 per cent increase | 
in profits, compared with an increase of about 25 per 
cent in production ; for big equipment, payment need © 
not coincide with the period in which it was made and © 
hence profit and production trends may diverge. At 
first sight, too, there is an odd divergence in the 
vehicles group where profits have risen by about 2} 
per cent while production has fallen by about 1} pet 
cent, but the increase in profits can be attributed to | 
bumper results reported by one aeroplane company in 
this group. Conversely, the decline of nearly 8) pet 
cent in the profits reported by chemicals and paints 
companies seems odd when set against the increase of 
14 per cent in production, but this oddity arises from | 
the substantial weight contributed to the total result by ” 
the sharply reduced profits of companies in the plastics — 
industry. Outside the industrial groups represented in | 
the chart, the most significant falls in profits have taken 
place in the two plantation groups (tea and rubber), 
where earnings directly reflect variations in commodity 
prices. | 

Equity share prices have generally followed the | 
pattern set by movements in profits and production— 
always, of course, with the additional complicating | 
factor of the investors’ views on the prospects ‘acing 4 
particular industry. The outlook for the textile indus 
tries now seems brighter, and the decline in textile shar? 
prices has been much less sharp than the falls 10 profits 
and production might suggest. A second factor that 
deeply influences share prices is the size of dividends 
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> ROFITS, PROVISIONS AND DEPRECIATION 
(£'000) 


















































ss 
Reports Published | Reports Published 
Oct.—Dec., 1952 - a ~Dec., 1952 
2,495 Companies) 
Previous | Latest 
Year |. Year 
trating prodi-ciieih selene atin 261, 798 , 
ae tients. :acnreucncat 89,126 
rm TEVOMUG wae cee ewew renee Mpa? 7,245 | 6,770 
Seen edits .vis fesusbewetans 7,722 | 11,686 067 «=: 47-988 
Tota OME. .ccaceses eebceeseens 1,601,019 1,700,952 
Res tenane®..ssseseseeads | 9,048 
Deprecistion ..».94seih eee 226,757 
Be profits tax) ......+~. 541,994 
Profits TAX... csseeeweneeeeeeperees re 28, 352 | $63,679 196,336 
7 tumente., sassioaeeal nts 00 9,163 | 42,857 45,164 
hares. @t. «Jasaes tues 12998} 15.801] 34,8682| 38,114 
Con rovisions, CtC..e..eseees 21,985 17,064 | 159,359 | 138,729 
Densions ......«eees ses aaa eee enn . 3,341 20,041 | 23,506 
. OMI ., . . Sastuantbs 1113] 17,068 | 18,883 
Prof by subsidiaries .....6.. 14,192 837 =—«:1: 066 
- bis ce kph wasebeens ies 5461] 26,233 29.322 
Pre O08 cscs idensewa ewes §,711 32,997 | 32,222 
Or OS... scavsnneabaeean " 23,136 | 145,492 | 150,907 
Rev CB i chactdwnnet seers 27,1389 | 17,758] 820,203 116,124 
Broust rent company)... ....e0: 41,334) 47,335 | 224,679 248,177 
parent company) ..... 50,761 | 248,177 268,957 
ANA S OF COMPANY BALANCE SHEETS PUBLISHED 
OctoBpER—DecEeMBER, 1952 
(£'000) 
616 616 
Companies 


Companies 


| 
’ t 2 
Previous | Latest 


| Previous | Latest 
Year Year i 


Year | Year 


Fixed Assets >— | 

Land, property and 
OOGE. . osc 7 
Less depreciation . . 1 


Capital (Parent | 
Companies) == | i 


.«-| 132,017 } 137,631 
--| 161.813 | 165,097 
oname | 259,588 | 287,266 


"553,418 | 589994 


0 | 774,966 
96 | 205,336 


Reserves and | 
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declared, compared with the available earnings. As the 
summary table of profits, earnings and dividends clearly 
shows, equity dividends have been surprisingly 
sticky. Perhaps the oddest feature in this table is that 
the total amount distributed by the textile companies on 
equity capital has remained unchanged. This curious 
result arises from the fact that although most textile 
manufacturers reduced their dividends, six silk and 
rayon companies increased their equity payments sub- 
stantially. Other companies have had to trim their 
‘equity payments, and the biggest cuts have been 
reported by companies in the tea, rubber, and clothing 
and footwear groups. If dividend payments set the 
pace for new investment, then it is a sign of health 
that ordinary dividends in all four of the capital goods 
industrial groups (building, engineering, iron and steel, 
and shipbuilding) have been increased. 

In all, equity dividends, after tax, of these 616 com- 
panies represented well under one-tenth of the total 
income of £267.9 million. Nearly half this amount, 
£115.9 million, was set aside for taxation ; after the 
companies had met their other charges, they were able 
to plough back only £69 million (including £33.7 
million in depreciation allowances) into their businesses. 
This sum was insufficient to finance the increase of £35 
million in the net book value of fixed assets and 





Bankers and the Budget 


1x of the chairmen of the big seven banks have now 

presented their annual statements to stockholders, and 
they have reached remarkable unanimity on two main 
points. The first is that monetary policy has been out- 
standingly successful in carrying virtually the whole burden 
of the fight against inflation in the past year. Lord 
Harlech of the Midland Bank, it is true, complains that 
“a working system has yet to be found between budgetary 
action and monetary action in securing the maintenance of 
the purchasing power of any country’s currency”; but 
this is surely merely another way of expressing the point 
made by Mr A. W. Tuke of Barclays Bank, that while 
monetary policy was originally intended to be a supple- 
mentary weapon, “ the other policies that it was supposed 
to supplement have not been easy to discover.” Mr Tuke, 
at any rate, has no compunction in saying that while under 
the old regime of attempted control by means of Treasury 
memoranda “ the inflation of credit through bank advances 
continued,” yet when “the old-fashioned remedy of the 


rate of interest was applied . . . the tendency was quickly 
reversed.” 


Business Notes 


THE ‘ECONOMIST, JANUARY 


increases of £79 million in stocks and of £13 million in 


debtors. To a certain extent, therefore, the Companies 


had to live on their fat, by reducing the amounts helj 
in cash and investments by about £19 million, ang by 
borrowing about £24 million more from the banks. This 
sum almost certainly exceeded the new money that was 
raised by issuing permanent capital, for the increase of 


£27.7 million in the ordinary capital in issue by the 614. 


companies largely represented the capitalisation of pay 
reserves. So long as British industry continues to liye 
upon its capital, or runs further into debt, ordinary 
shareholders are likely to receive cursory consideratiog, 

If, however, raw material prices hold reasonably 
steady, the task of financing investment in stocks should 
be a good deal less burdensome this year. Will directors 
then be more willing to lend an ear to the reasonable 
demands of equity shareholders for a bigger slice of the 
cake ? Clearly, the tide in profits has been on the ebb, 
But tides also flow. And some recent dividend 
announcements have already suggested that there are 
havens where a more favourable tide may already be 
flowing for shareholders. For many industries, the 
experience of recession has been painful ; but for many 
more it has also been salutary. A profit now has to be 
genuinely earned ; it is no longer a kind of spurious 
candy floss spun out of the process of inflation. 





The second main point emphasised by the bankers is the 
same as that made by the Federation of British Industries 
and the National Union of Manufacturers in a memorandum 
to the Chancellor this week: namely, that in the coming 
budget government expenditure should be sharply 
reduced, and that (to quote Lord Balfour of Burleigh, 
the chairman of Lloyds Bank) “ productive industry 
has the prior claim to any tax concessions which 
are made possible thereby.” Lord Selborne, of the National 
Provincial Bank, rightly points out that economies in public 
administration “cannot be expected to reduce the total 
budget by more than a small fraction, without majot 
changes in policy.” He calls for an urgent review of “the 
present distribution of burdens between the Exchequtt 
and the spending authorities,” and specifically mentions 
the social services together with spending by “loc 
authorities, Government agencies and the nationalised 
industries.” Other bankers look for administrative 
economies from what Mr Tuke calls a “holocaust o 


controls and controllers, with a few shovelfuls of snoopets ° 


to make the flames burn more fiercely” ; both Mr Tuke 
and Mr A. H. Bibby of Martins Bank, who also explores 
this line of thought, are careful, however, to emphasise that 
economies of this kind cannot be easy or quick. 





24, 1953 











are 


the 
any 
be 
Us 


s the 
stries 
\dum 
ming 
arply 
leigh, 
justry 
which 
tional 
yublic 

total 
major 

“ the 
equet 
ntions 
* Jocal 
alised 
rrative 
st of 


popers ; 


Tuke 
plores 
se that 


vist, JANUARY 24, 1953 
Differing Prescriptions 


SHE ECONO! 


| Ts baniers do not, however, agree on what Lord Balfour 


of Burleigh calls “ our greatest need ”—that of speeding 
up the pt juction of capital goods by “a major change in 
our pattern of production” and a “ necessary shift of 
resources {rom the consumer goods trades to the engineer- 
ing indust:y. Two of the three Lancashire bankers oppose 
this view tooth and nail. Sir Eric Carpenter, of- Williams 
Deacon’s Bank, believes that there“ should be no emphasis 


either way between consumer goods and capital goods ; 
while Si: Thomas Barlow of the District Bank frankly 
wants to sce “some compensatory slackening in demand 
for capital goods.” He puts forward the very understand- 


able—and desirable—argument that as Commonwealth 


countries run down their sterling balances and get internal 
inflation under control they will buy fewer engineering 
products, but assumes, for some reason, that this would 
mean that “ we should have to satisfy Commonwealth wants 


in another form; in other words that we should have to 
supply consumer goods rather than capital goods.” Lord 
Balfour of Burleigh’s arguments, however, find a doughty 
echo in the address of the third of the Lancashire bankers. 
Writing from Liverpool, Mr Bibby condemns attempts :o 
try to compete “in fields where our old-time customers 


can produce for themselves at a cost well below our figure” ; 

and states frankly that “in the cotton and shipbuilding 

trades, it is considered as almost unfair and dishonest that 

the Japanese and Germans by working harder for rewards 

that do not provide the amenities we demand, should 
* 


This disagreement between the bankers has taken place 
against a background that has been made more difficult by 
the fact that Mr Butler, in last year’s budget, inclined 
towards the views of Sir Thomas Barlow and Sir Eric Car- 
penter rather than to those of Lord Balfour of Burleigh and 
Mr Bibby. Partly because of this, as Lord Burleigh points 
out, “during the summer for every pound of credit that 
the banks were in process of withdrawing they were 
required to extend nearly two pounds of additional credit 
to the Government.” -In consequence, although the six 
large banks that have so far reported show a fall on the year 
of {153 million in their advances and £107 million in their 
commercial bill portfolios, increased lending to the Govern- 
ment has inflated their gross deposits by £114 million and 
their net deposits by £103 million. All the bankers report 
that the increase in interest and other earnings has been 
moderately greater than the continuing increase in operating 
charges, but none of the six holds out the cheerful hint to 
shareholders that Lord Selborne proffered to National 
Provincial shareholders last year, and acted upon in this. 
The chairman of Lloyds Bank merely remarks that “ in view 
of the uncertain economic outlook and the wide fluctuations 
which we have experiertced in the gilt-edged market, it has 
Seen considered desirable and prudent to strengthen the 
external reserves of the bank” ; while Lord Harlech of the 
Midland Bank, who devotes a considerable part of his speech 
0 explaining the rationale of the new system for valuation 
of iInvesttients, merely declares that “our net profit is 
maintainec’ at a level which permits payment of the regular 


dividend and enables us to apply further sums to strength-_ 


‘ing the ‘nancial position of the bank in the interests 
“ depositors, shareholders and staff.” 
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Freedom for Grain 


HE decision to dash for freedom in the grain trade is 

the Government’s most sweeping measure of de-control. 
By the end of the next harvest all controls over the prices 
and supplies of cereals and feeding stuffs will have been 
brought to an end, and the job of importing them returned 
to private traders. As a preliminary to this reform, the 
subsidy on feeding stuffs—now running at about {£30 
million a year—will be. removed on April 1st next ; and 
the subsidy on flour, together with restrictions on the uses 
to which flour can be put, will also be swept away. After 
the dash for freedom has been completed—and the Govern- 
ment cannot yet lay down an exact time-table for its various 
stages—Whitehall will hold only three reins over the trade 
in its hands. First, national flour of 80 per cent extraction 
is still to be produced and a subsidy will be paid on 
bread made from it. An order will be issued that this 
national bread must be on sale in all bakers’ shops. 
Secondly, for balance of payments reasons, control (pre- 
sumably by import licensing) is to be retained over private 
imports of cereals from outside the sterling area. Thirdly, 
the Government proposes to continue the system of annual 
price reviews for the produce of British farms, in order to 
encourage domestic agricultural production. 

For political reasons, the Government has gone to some 
pains to emphasise that the price of the national loaf will 
not change as a result of the new policy. The removal of 
the present subsidy of just over 7d. a Ib on national flour 
will drive its price up from 53d. to 6d. a Ib, but the 
subsidy on bread itself will be increased accordingly, so as 
to keep the price of the 1} ib loaf at 74d. (at least, until 
and unless world prices change). Since some people will 
presumably turn over to the whiter bread that bakers will 
be able to make from the new non-national flour (which will 
not be subsidised nor subject to price control), there may, 
however, be some net savings on the £34 million a year that 
the Government at present spends on subsidising bread and 
flour as a whole. , 

No announcement has been made on whether this new 
policy has led to a change in the instructions given to the 
British delegates who are now on their way to the Washing- 
ton conference that will decide the future of the Inter- 
national Wheat Agreement. But the ending of the importa- 
tion of wheat and grains by the Ministry of Food does not 
of course lesstn Britain’s interest in the need for. inter- 
national price stability. One interesting feature of the 
Government’s announcement is its declaration that the new 
system of import licensing will be designed to check “ from 
the outset any tendency for non-dollar supplies to command 
premium prices over supplies from the dollar area.” This 
fits snugly into place with the Government’s known inten- 
tion to revive Britain’s commodity entrepét trade as far as 
possible, as one of the main features of the Commonwealth 
“ plan” for an advance to sterling convertibility. 


* 


Farmers’ Fears 


HIS complicated scheme of de-control has been worked 
x out after consultations with no fewer than 22 trade 
associations, ranging from the Brewers’ Society to the 
macaroni makers. Some producing interests, however, have 
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reacted with a lack of enthusiasm that suggests that the 
government is not tearing away their chains but snatching 
away a comfortable cushioff. High up on the list of 
doubters is, of course; the National Farmers’ Union. In a 
statement to the press on Wednesday the NFU recognised 
that “the government’s decision means that from next 
autumn there will be freedom for each farmer to choose the 
particular type of feeding-stuff which he requires ” ; but it 
added, with every appearance of indignation, that “ this 
freedom of purchase will, however, inevitably be limited 
by the availability of each type of feeding-stuff and the 
farmers’ ability to pay the market price.” 

Behind this statement, of course, lies the NFU’s fear 
that the removal of the subsidy on feeding-stuffs might 
increase costs to farmers by as much as {5 Ios. a ton and 
its determination to claim the consequent right to higher 
prices for farm products. The Government does not believe 
that costs will rise by this amount, as it expects that world 
prices for grain will move downwards ; meanwhile, how- 
ever, it has assured farmers that if there is “any critical 
shortage” of feeding-stuffs “leading to a serious upward 
tendency of prices,” then it will authorise additional imports 
to maintain a livestock population that is expanding in con- 
formity with the Government policy announced last spring. 
No doubt the farmers’ future attitude will depend partly 
on whether stocks of feeding-stuffs in this country prove 
sufficient to give the new freedom a smooth start, and partly 
on the result “of the talks it hopes to hold with the 
Government to ensure that the official guarantees under 
the Agricultural Act of 1947‘are maintained. 

The main purpose of the new policy, of course, is to 
make a major step forward towards the Government’s 
laudable objective of restoring the maximum possible 
freedom to internal and international trade. In addition, 
however, it may result in significant economies in Govern- 
ment expenditure. The chief immediate benefit will come 
from the removal of the £30 million of annual subsidies on 
feeding-stuffs, together with the net savings on bread and 
flour subsidies that will arise if the new and unsubsidised 
white bread appeals to the British palate more than the 
subsidised national loaf. The immediate economies in 
staff salaries at the Ministries of Food and Agriculture will 
amount to £500,000 a year. Perhaps the most heartening 
feature of Wednesday’s announcement (which takes the 
form of a new White Paper, Cmd. 8745) is its evidence 
that the Minister of Food is commendably eager to act as 
his own eventual executioner. 


* 


Expenditure above Estimate 


F, as some market observers suggested, the relative dull- 
ness of the stock markets on Wednesday afternoon and 
Thursday morning -was due to the presentation of £163 
million of supplementary estimates of. Government expendi- 
ture, then the investors concerned were selling out for 
quite illogical reasons. These supplementary estimates— 
which are likely to be followed by a new batch, for about 
£60 million, in due course—do not necessarily imply that 
the outturn of the budget accounts in 1952-53 is going to 
be even worse than the trend of the weekly Exchequer 
returns has suggested. Much of the expenditure concerned 
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has already appeared in these returns. Nor do these ney 
figures provide more than the barest indication of how fy 
Government expenditure is likely to run above estimate in 
the current fiscal year. When Mr Butler presented jj, 
budget last March, he thought that supplementary estima 
(for pension increases and so forth) would be more than 
offset, to the rune of a net saving of about {8 million, by 
the cuts in the food subsidies. In fact the su; plementary 
estimates so far presented (at £234 million) exceed th 
downward revision of the Ministry of Food’s estimate by 
£1124 million. Even allowing for the fact that there ap 
probably £60 million more of supplementaries still to come, 
however, it will be disappointing if there are not som 
compensatory savings from other votes. On the whole, the 
guess that the budget outturn for 1952-53 will be som 
{150 million or £200 million worse than originally 
expected still seems to be plausible. 

Of the £163 million of supplementaries presented hy 
week, the Ministries of Supply and Materials accounted fy 
£100 million, and the Army and Navy for £38 million 
The Ministry of Supply’s share of £47 million was party 
due to the fact that the import duty on stec! and pig- 
iron (and the assistance to industry consequent upon it) 
lasted until September instead of June as originally 
planned ; its.main component, however, arose from larger 
payments for munitions, aircraft and research—some of 
which may represent accelerated payments that will & 
recovered from next year’s defence votes. The Ministry 
of Material’s share was made up of {£20 million fe 
increased strategetic stockpiling and £33 million needed 
for its trading services and assistance to industry; the 
Ministry’s net trading deficit this year is now expected to 
amount to some {42.6 million. Finally, perhaps the sorriest 
feature of the new supplementaries is the provision of 
nearly {£15 million for the Export Credits Guarantee 
Department ; this has been made necessary by the fact that 
Brazil has not paid its debts to British traders. It has a 
odd bedfellow in the new supplementaries in the provision 
of £10 million to meet part of the debt that the Gover- 


ment recently agreed that Argentina should be allowed t 
run up in its turn. 


* 


, Sterling Held Down 


TERLING continues exceptionally strong in the foreiga 
S exchange market. The rate in relation to the dollar 
has risen to $2.814. After the close of the London market 
the New York market has on most days taken up the rut 
ning and pushed the rate slightly higher than the Londo 
close. There is a widespread view in foreign exchange 
circles that the rate would have strengthened beyond $2.51) 
had it not been for fairly persistent and at times consider 
able intervention on the part of the Exchange Equalisatioa 
Account. Its purchases of dollars were even more marked 
towards the end of 1952 when the authorities were 29 doubt 
accumulating United States and Canadian dollars to make 
the end-year payments on the American and Canadian lines 
of credit. The purchases have continued in the new yet 
and now represent a net addition to the gold aod dollar 
reserve, of which evidence will no doubt be forticoming 
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Through their branches these wholesalers were 
supplying many thousands of retailers with foi sd 
stuffs. Their goods went out “on time, ail the 
time.” Could the accounts section keep pace? 





Canned figs or canned figures... 
which did the branches need first? 


G. & W. COLLINS LIMITED, large 
wholesale food distributors, operate 
through branches in the North West. 
When they decided to concentrate buy- 
ing and accounting operations in the 
Liverpool office they realized that 
more detailed and prompt information 


f would be needed by their branches. 


Could they establish a more effective 
system of management-control now 
that the accounts were centralized? 


With this problem Collins called for 


advice from machine accounting spe- 
cialists of Burroughs Adding Machine 
Limite: 

After investigation, Burroughs sug- 
pested installation, in Collins’ 
Liverpoo! office, of a Burroughs Type- 
whiter 


\ccounting machine for all 
Purchase and General Ledger work, 
with detailed posting of assets, reven- 
ues, liabilities and expenses. 

. Result : Apart from the great saving 
i time and labour in the office (one 


For expert advice on business figures 
ca: iw Burroughs 


girl, in fact, does all recording) Collins 
now get a monthly analysis of all ex- 
penditure in time for branch managers 
to keep within their individual budgets. 
Collins installed their first Burroughs 
machine twenty years ago, since then 
every accounting department of the 
business has been mechanized. The 
installation of the general-purpose 
accounting machine is the culminating 
factor in the preparation of speedy 
monthly accounts. 

What about you? If your business 
could benefit from faster figuring, call 
in Burroughs. They can offer advice on 
all the latest systems, for Burroughs 
make the world’s broadest. line of 
modern record-keeping machines: 
Adding, Calculating, Accounting, Bill- 
ing and Statistical Machines, and 
Microfilm Equipment. Remember, 
once you have any Burroughs machine 
installed in your office, Burroughs 
Service guarantees its continuous effi- 









Burvonghe 


ciency in operation. 

The “Burroughs Man” is a trusted 
visitor to thousands of business houses. 
Call him at any time. Head Office: 
Burroughs Adding Machine Limited, 
Avon House, 356-366 Oxford Street, 
London, W.1. Sales and Service offices 
in principal cities. 





Photographed here is Miss P. L. Langford, 
at work on the Purchase Ledger for 
G. & W. Collins Limited. She is operating 
the Burroughs Typewriter’ Accounting 
Machine, which helped to solve the Case 
of The Wholesaler’s Budget. 
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when the reserve figures for the end of January are pub- 
lished. : 
The various types of cheap sterling also continue in 
demand. The rate for transferable sterling has fluctuated 
this week within a range of $2.69} and $2.70}, the middle 
rate showing avdiscount on the parity of no more than 3} 
per cent. Much of the present widespread demand for 
sterling comes from the continent of Europe where consider- 
able imports of sterling area raw materials are now in full 
swing. The strength of sterling within the EPU group is 
reflected in the full details of the operations of the Union 
for the month of December, 1952, published this week. 
This shows that two countries dominated the scene—the 
United Kingdom as the largest creditor with a surplus of 
$82.6 million and France as a debtor with a net deficit of 
$71 million. The December deficit increased France’s 
cumulative net position to $621.4 million against its quota 
of $520 million. The whole of France’s deficit for December 
had to be paid in gold. 


* 


Woolworth Pay More 


HE spate of recent dividend increases—by National 

Provincial, the National Bank, Turner and Newall, 
Shell, and now by Woolworth—suggests that directors in 
“ blue-chip ” companies may be facing 1953 in much the 
same attitude as they faced the early months of 1951, when 
they at last initiated some thaw in voluntary dividend 
restraint. This thaw was never allowed to go as far as 
had been hoped, because of the real limits imposed upon 
dividends when profits were threatened by fluctuations 
in commodity prices; but this threat, in turn, has now 
receded. The directors of Woolworth, who have always 
been mindful of the claims of shareholders, must have 
been well aware of the removal of this danger in deciding 
to increase the ordinary dividend. The market had been 
prepared for some increase, but its magnitude, 55 per cent 
(including a § per cent cash bonus) against 424 per cent, 
came as a surprise. The §s. ordinary shares were imme- 
diately marked up 3s. to 49s. 9d., to offer a yield on the 
new dividend of just over 54 per cent. 
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Yeats to December 31 1951 
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£4 £ 
Profit before tax... scces ccs caseees 14,583,889 | 16,300,456 


TeSRG 3 a5 sti cee be Seine ted iss 8,387,214 | 10,530,384 
Net Pi kn cas ence uae adee nes 6,196,675 | 5,770,072 
Ordinary dividends ............... 3,346,875 | 4,331,250 
Development reserve............-. 500,000 ie 
General 10Ghtve..g os 6 iki kk 750,000 750,000 
Added to carry forward............ 868,273 190,036 
Ordinary dividends (per cent). ....... 424 a 


ne RRR reer tes ene 


a . 


Another surprising feature of this increase, which raised 
equity disbursements by nearly {£1,000,000, is that it’ was 


made in the face.of a fall in net profits, from nearly ‘ 


£6,200,000 to just under £5,800,000. Taxation, and 
taxation alone, has been responsible for this decline. Over 
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{10.5 million (including £1,475,000 for EPI. 
set aside for the tax collector ; this compar:d with ba 
than £8,400,000 a year ago, and thus more thin absorbed 
the increase of £1,700,000 (to £16.3 million 


had to ty | 


In 7 
before tax. As these profits were earned in nail 
falling prices for some of the principal ite:ns sojq in 
Woolworth’s shops, it is clear that the rea! volume g- 
sales must have increased ; in addition the < 1pany may 
have found it easier to secure supplies and to p\ice long-ruy 
contracts with manufacturers’ The increase ip equity 


payments therefore reflects a true expansion jn the 
company’s earning capacity. Despite renewed politic 
rumblings from the left, it is an example that «ther leading 
companies should follow. 


* 


Queue for New Issues 


.” the last few days the queue in the market for neg 
capital has grown appreciably longer. At the head ¢ 
the list came the £6 million offer by the City of Birmingham 
of a 44 per cent stock, 1967-70, at 98. In a sense this wy 
a pioneer issue, and other local authorities, as well as the 
Birmingham Corporation, must have been relieved wher 
full subscription lists indicated the success of the ventore, 
Another experimental issue was that by the Charter. 
house Industrial Development Company, which issue 
1,500,000 6 per cent £1 cumulative preference stock a 
par. This marked the second stage in the redeployment 
of the finances of the Charterhouse group away from it 
business as an issuing house towards its new function # 
“ nurse,” which will specialise in the direct provision of, 
capital to companies that are not yet sufficiently wel 
established to make public issues of their own. The mone 
raised from Thursday’s issue will be used to pay off bank 
overdrafts, and will thus set the pattern of the development 
company’s future activities ; the company hopes to com 
tinue to secure funds for new lending, in the first instance, 
through substantial credits fromr the banks and then 
repay these credits as opportunity arises out of the pro 
ceeds of public issues. The yield of 6 per cent on th 
new stock was just sufficient to induce investors to back 
this experiment. The third major flotation in the pas. 
week has been the £700,000 offer by the Dover Harbour 
Board of a 4} debenture stock, 1978-93, at 99, the proceeds 
of which will be applied towards the cost of the new af 
ferry terminal. 

Jostled to the back of the queue by these issues at 
companies making more everyday offers. Placing: and sto 
exchange quotations have been arranged for Edmunds 
Walker, Aiton and Company, and the Imperial | ypewmter 
Company, while a stock exchange quotation has bea 
sought by Coventry Radiator and Presswork Holding 
Limited for the whole of its ordinary and preference capital 
Midland Tar Distillers have also placed privately a debet 


» ture stock, and arrangements are being made to issut 


575,000 of its £1 ordinary shares at 25s. 6d. cach. TW 
next applicant for new money in the market wil! probablf 
be Ansells Brewery, which intends to make an issue of! 
debenture stock. The new year in the capital market bis 
begun with a burst of activity, with the mevel mixed wit 
the humdrum and with some terms. of issue 2:her finely 
drawn. 
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BARCLAYS BANK LIMITED 


Anthony William Tuke, Chairman. 
Sir Frederick Cecil Elerton, Deputy Chairman. 
Cothbert Fitzherbert, Anthony Charles Barnes, 
D.S.0., 0.B.E., Vice-Chairmen. 
General Managers: 
. F. Lewis, R. G. Thornton, J. D. Cowen, E. Brimelow. 





Statement of Accounts, 31st December, 1952 


LIABILITIES £ 
d Current, Deposit and other Accounts...... 1,318,416,271 
' Acceptances, Guarantees, Indemnities, 
etc., for account of customers......... 50,269,547 
Paid-up Capital............seccssereeeeeneresens 15,858,217 
| Reserve Fund ........csseecseeseseeeeeeesvees 15,750,000 
ASSETS 
Cash in hand and with the Bank of 
England .,....ccssecccessneseresscecrosse 112,910,458 
| Balances with other British Banks and 
Cheques in course of collection...... 57,891,916 
Money at Call and Shert Notice............ 84,653,800 
| Bills Discoumted 2......s0..cccecsesecssessvoes 274,037,969 
| Investments «asad bahia ae Canes hong 458,930,134 
Advancestocustomersandother Accounts 337,789,066 
| Investments in Subsidiaries :— 
The British Linen Bank............... 3,728,558 
i Other Subsilineles :v.cessedsssecrseeese 9,063,533 
| Other Trade Investments...............-.-++« 1,788,670 
| Bank Premises and adjoining Properties 9,230,384 
| Customers’ Liability fer Acceptances, 
| Guarantees, Indemnities, ete.......... 50,269,547 
| HEAD OFFICE: 54 LOMBARD STREET, LONDON, E.C.3 
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DISTRICT BANK 


LIMITED 
Subscribed Capita! « - - - - £ 10,560,428 
Paid-up Capital - - - = = £ 2,976,428 
Reserves - + - - - - - £ 43,600,000 
Deposits - o> « se 0. « GO eS233 
Total Assets - - - - - -  £265,6)4,880 


3lst DECEMBER, 1952 





EVERY BANKING FACILITY 


HEAD OFFICE: SPRING GARDENS, MANCHESTER, 2 
PRINCIPAL LONDON OFFICE: 75, CORNHILL, E.C.3 
PRINCIPAL LIVERPOOL OFFICE: 3, WATER STREET 











Marketing Abroad 


Ir you are seeking new markets abroad or want to know 
more about your present ones, the quarterly reports by 
The Economist Intelligence Unit will help you. These 
reports give concise and up-to-date analyses of economic 
and business conditions and prospects in other countries, 
and they contain a wealth of information of value to the 
exporter and imvestor. Each report is prefaced by a 
summary of the main facts and conclusions, and contains 
a comprehensive statistical appendix supplemented by 
maps and diagrams. 


This serviee of reports was started by the Unit a year 
ago. From the outset the demand for them was large and 
came from many parts of the world. Now in response to 
requests from subseribers the list of countries included in 
the service is being extended. From February Ist, 1953, 
50 reports will be published every quarter on a total of 
‘0 territories. A full list of these countries is given here. 





| THE ANNUAL SUBSCRIPTION to these reports is £10 per 
country or group of countries; single copies may be 
obtained for £3, Discounts up to 30 per cent. are available 
on subscriptions to reports on more than five countries. 


Descriptive leaflets and a specimen copy of the reports 


may be obtained from: 


THE ECONOMIST INTELLIGENCE UNIT 
22 Ryder Street, St. James’s, London, S.W.1 


1 ARGENTINA 20+ J EGYPT 

2 AUSTRALIA SUDAN 

3 AUSTRIA 21 EIRE 

4 BELGIUM 22 FINLAND 

5 BRAZIL 23 FRANCE 

6*BRITISH CARIBBEAN 24 GREECE 
Including “all British West 25 INDIA 


whist, on 

§ as 

T*BRITISH CENTRAL AFRICA 27 'SRAEL 
Including Northern Rhodesia, 28 ITALY 
Nyasaland and Southern 29 JAPAN 


Rhodesia 30° MALAYA 
8*BRITISH EAST AFRICA nn el eee 
Including Kenya, Tanganyika, 4, seyxi¢o 


Uganda and Zanzibar 
S*BRITISH WEST AFRICA 
Including Gambia, Gold Coast, 


32 NETHERLANDS 
33 NEW ZEALAND 


Nigeria and Sierra Leone 34 NORWAY 
10*CONTINENTAL 8.E. ASIA 35 yo a 

Including Burma, Indo-China 

and Thailand (Siam) 36* ooeenae 
11 CANADA . 0 
12 CEYLON 37*PERSIAN GULF STATES 


13*CENTRAL AMERICA 


Including Persia, Bahrein, Iraq, 


Including Costa Rica, Guatemala, Kuwait, Saudi Arabia and 
Honduras, Nicaragua, Panama Trucial Coast 
and Salvador 38 PHILIPPINES 
14 CHILE 39 PORTUGAL 
15+ { CHINA 40 SPAIN 
HONGKONG 41 SWEDEN 
16° { COLOMBIA 42 SWITZERLAND 
VENEZUELA 43 TURKEY 
: CUBA 
17*2 PUERTO RICO 44 UNION OF SOUTH AFRICA 
SAN DOMINGO 45 UNITED KINGDOM 
18 DENMARK 46 URUGUAY 
1S*EASTERN EUROPE Including 47 UNITED STATES OF AMERICA 
Albania, Bulgaria, Czecho- 48 U.8.8.R. 
slovakia, Eastern Germany, 49 WESTERN GERMANY 
Hungary, Poland and Rumania 50 YUGOSLAVIA 


nore: A subscription to reports marked * includes all countries mentioned 
in the group. 
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Another phase of __. 
AUSTRALIAN DE] HLOPDi bi 


ee By 1955, it is planned, 
Australia will be refining 
8 million tons of crude oil 
a@ year—a capaci) that 
equals some 40 , of 
Great Britain’s. 












Our Information Department ~~ 
can assist if you are interested © 7 


in development in Australia, 



















The NATIONAL BANK OF AUSTRALASIA Limite 
(Incorporated in Victoria) 


London Office: 7 Lothbury, E.C.2 
Other London Offices: Australia House, Strand, W.C.2 and 8 Princes Street EC 
650 Offices in Australia ’ Assets £229 Milliot 
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Larger Non-Sterling Sales 


: figures for the distribution of trade in 1952 
ome later, but it is already clear that most of the 


OMPLI 
( will 


I reduction of £422 million in imports fell on godds from 
| non-sterling countries. ~ Exports to these non-sterling coun- 
: tries were two per cent higher; the Board of Trade 
; estimate (hat the excess of imports (cif) over total exports 
: (fob) for the non-sterling area was reduced from £1,137 
: million in 1951 to £620 million last year. On the other 
: hand, the trade gap with the sterling area has probably 
: risen from £70 million to £170 million because the decline 
in exports to the independent sterling countries was only 


partly compensated by @ rise in shipments to the rest of 
he area 

Exports to the United States last year rose by £7 million 
to a record level of £144 million. Although exports to 
Canada fell by £10 million, total exports to the dollar area 
are estimated to be some 2 per cent above the previous 
year’s level. Increased shipments of coal have contributed 
10 2 general rise in exports te OEEC countries in 1952 com- 
pared with 1951. On the other hand, imports from the 
dollar area were reduced by 6 per cent and those from 
OEEC countries by about 1§ per cent compared with the 
1951 level ; imports from other non-sterling countries fell 
even more sharply, by nearly a third. But this saving has 
some unfortunate counterparts, for the fall in exports 
during the second half of the year to countries such as 
Egypt. Argentina and Brazil (which are included’ in this 
group) was in part a reflection of their shortage of sterling. 
The terms of trade improved steadily throughout 1952. 
or the year as a Whole they were 7 per cent more favour- 
able than in 1951 although still 6 per cent worse than in 
1950. Raw materials prices declined sharply during most 
of the year but import prices averaged only 2 per cent lower 
than in 1951. Export prices on the other hand were § per 
ent higher than in the preceding year because a large rise 
in prices of metal products offset the fall in textiles. 
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* 


Smaller Exports in 1952 





HE volume of exports last year showed a decline for 
the first time sinee the war, falling by 6 per cent com- 
pared with 1951., Export prices; however, were much 
higher so that the total value of exports reached £2,550 
muiion, only 1 per cent lower than the 1951 total. The 
main setback occurred in exports of textiles, which at £381 

ion showed a fall of £157 million. Towards the end of 
Me year the volume of textile exports showed some signs 
recovery but the value figures for the last quarter were 
wm 32 per cent below the quarterly. average for 1951. 
Ports of wool manufacturers are improving moreé rapidly 

Nd their value in the fourth quarter approached that of 
ne first quarter of the year. 

In 1952 exports of engineering products rose by £77 
million to £1,074 million and exports of other metal goods 
'Y £44 million to £274 million—mainly as a reflection of 
“eikt prices, for the volume figures of these two major 
soups of exports were little changed compared with 1951. 

ithin the broad category of engineering products, sales of 
echinery abroad rose from £363 million to £422 million. 
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Exports of vehicles were almost unchanged at £479 million ; 
Car exports, which are the biggest element in this group, 
are examined in another note. 

The fall of 11 per cent in the value of imports last year 
reflected a decline of some 9 per cent in the volume of 
goods imported. Lower demand, particularly from the 
textile industries, accounted for much of the reduction and 
according to the Board of Trade the level of stocks has, in 





OVERSEAS TRADE OF THE UNITED KINGDOM 
(Selected Imports and Exports) 









Decrease({—) 


Imports :— £ mn £ mn. 
Raw and waste cotton ..... i 258 128 —130 
Raw and waste wool ...... 246 177 — 69 
Tron and steel manufactures 42 126 + 84 
RMN. a aS cus ebb 220 164 — 56 
Crude petroleum .......... 351 406 + 55 

Exports. :— 

a  ) EP TE PRET EEE 363 422 + 59 
Iron and steel manufactures 159 191 + 32 
MMOS os si 53 oe wack Kees 29 55 + 26 
Cotton textiles............ 209 148 — 61 
Week COREE 5 dies ccs 179 124 — 55 





general, been maintained. Imports of raw materials bore 
the brunt of the fall, being 18 per cent lower in value than 
in 1951 (though only a tenth lower in volume). Textile 
materials cost {215 million less than in the previous year 
and the cost of rubber imports fell by £57 million. 
Restrictions on imports of paper and timber caused a sharp 
fall in their value. On the other hand imports of crude 
petroleum increased by £80 million, partially offset by a 
decline of £45 million in refined petroleum; 1952 was a 
year in which the expansion of refinery capacity in this 
country began to show major results. 


* 


Competition in Cars 


OMPETITION, a mere autumnal chill in the motor 
factories a few months ago, is now a cutting winter 
wind. It has this week blown away the last relic of the 
sellers’ market, the vestiges of the covenant banning 
the re-sale of new cars. The covenant had been eroded 
throughout last year until it remained in force for a bare 
half-dozen cars, and its final disappearance is less signifi- 
cant as a mark of the rapid return of freedom of choice in 
the home market than as a sign that manufacturers can 
no longer confidently divert cars that they find difficult to 
sell abroad to a home market willing to absorb them. The 
cautious temper of the home buyer, warily discounting 
changes in price, in designs and in purchase tax, is making 
such cars more difficult to sell. 

Exports, although they continue to decline, are shifting 
in emphasis. Last year, 309,832 cars were shipped 
abroad, 59,000 fewer than in 1951 and 90,000 fewer than 
in the peak year of 1950. The value of these cars, {111 
million, was £8 million lower than in 1951, but exports of 


Increase {+) - 








236 


tractors and commercial vehicles were together worth £123 
million—a gain of {10 million although about 17,000 
fewer were exported. The net increase of £10 million in 
the value of the motor industry’s combined exports from 
£276 million to £286 million is largely due to a rising 
volume of spares to service cars exported in previous years, 
The fall in the volume of exports may well present diff- 
culties to particular companies, but its effects on the balance 
of payments have some mitigating features. The biggest 
cuts have occurred in shipments to sterling area markets, 
and especially to Australia. Exports to Europe may on 
balance show a slight increase over the year, while those 
to the dollar markets have shown a marked recovery. The 
United States took 50 per cent more cars last year and 
became the industry’s largest single market, while Canadian 
sales, although lower than in 1951, were rising rapidly in 
the autumn before the seaways iced over. The industry’s 
success in the United States is due to the initiative of one 
or two companies, and not to any concerted effort by the 
industry as a whole. As steel becomes more plentiful in 
the coming months, the relative success of different cars 
ought to be promptly marked by increasing output of those 
that are doing well, for there is some indication that the 
allocation of steel has not helped them. 


* 
Standards and Furniture 


HE debate on the “D” scheme for the furniture 
T industry in the House of Commons on Wednesday took 
the expected line. The Chancellor estimated that half the 
output of the industry would remain tax free (as in other 
industries with D schemes), while the tax yield from the 
remaining 50 per cent would increase by £3 million to £8 
million a year. His case was strengthened by the agree- 
ment of the furniture industry to new quality standards 
for two important types of furniture. These standards are 
based on tests.of physical durability. They do not attempt, 
as did the utility specifications, to relate quality to specified 
methods of construction, a form of control that has not 
helped efficiency of the industry. 

Following their approval of the new scheme, furniture 
manufacturers will be freed from two handicaps under which 
they have been working for the past eleven years—the im- 
position of purchase tax on the full selling price of any 
article above a given price level (which in effect set a quality 
ceiling beyond which goods became unsaleable), and the 
freezing of a large part of the output of the furniture industry 
and of its individual designs into a pattern that could be 
made to conform to the utility specifications. The hazards 
of the new scheme do not lie, as opposition speakers 
suggested that they’ might, in higher prices and debased 
quality, but in limiting the consumers’ freedom of choice in 
quite a different way. “‘ Value for money ” is not an absolute 
standard ; it represents a gamut of possible combinations of 
price and performance. If the performance standards become 
accepted by the industry as minimum quality standards 
(though they are not intended as such) there may be trouble 
similar to those that arose under the utility schemes. Then 
collapsible card tables of the type associated with whist 
drives in the parish hall had to pay full purchase tax because 
they were too flimsy to meet the utility standards ; but it 
was never suggested that they were inadequate for their 
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purpose or that thé makers exploited their customers. If 
furniture needs protection, then the proposed method ¢ 
licensing the use of a British Standards Institution mark on” 
articles that have successfully undergone performance tests 
may well be the best method of doing so, provided thar jt 
does not attach any stigma to those makers who choose ng 
to submit their wares for test. Experience of the new scheme 
will show whether this danger turns out to be as hollog 
as some other bogies raised against the “D” principle 
which has been received by consumers with creditable calm, 


* 


Coal Feels the Cold 


N the first week of this year Britain took 827,000 tons of 
I coal owt of its distributed stocks, and reduced thes 
stocks to less than they were a year before. This is the firs 
time that winter consumption has eaten into stocks for 
nearly two years; it may perhaps be taken as a formal 
underlining of the fact that cold weather, and perhaps rising 
industrial output, have turned coal consumption upwards 
again following last year’s lull. In fact, that turn came before 
the “coal winter” began in November; in the fourth 
quarter of last year, the average daily temperature was 
several degrees lower than a year before, and this shivery 
margin increased later. 

At the beginning of November distributed stocks were 
roughly 24 million tons higher than at the same time in 
1951 ; on January roth they were 15,159,000 tons, against 
15,211,000 tons a year before. In the first 11 weeks of 
this coal winter they have fallen by 4,321,000 tons, which 


»is an unusually high rate, suggesting perhaps a fall of about 


8 to 9 million tons during the whole winter period ; last year 
drawings upon stocks started unusually late and remained 
small throughout the winter. There still seems no reason. 
to fear a crisis this winter, barring perhaps any interruption 
to Saturday working combined with a prolonged cold spell 
and a transport breakdown. Distributed coal stocks could 
stand a fall of about ten million tons this winter. * Moreover, 
the industry’s total stocks are still nearly three million tons 
higher than a year ago. There are 3,037,000 tons in stock 
at opencast sites, against 328,000 tons a year ago, though 
colliery stocks are now back to normal. That opencast coal 
is no doubt costing the National Coal Board money to hold 
in stock, but it remains a usefuf buffer against any sudden 
fluctuation in coal output or consumption. 


* 


Steel in 1952 


T the beginning of 1952, gloom was the fashion i 

talking about steel output ; but the British Iron and 
Steel Federation said stoutly that if pig iron output wer 
to increase by a million tons during the year, steel produc 
tion could reach 16 million tons. In fact, pig iron neatly 
put on this increase, and steel achieved 16 million [00s 
with something to spare. The full production figures for 
the year ran out at 10,730,000 tons of pig iron and 
16,418,000 ingot tons of steel ; on the 52-week basis that 
is strictly comparable with 1951, pig iron producuon ws 
about 10,520,000 tons (against 9,669,000 tons) and sted 
output 16,138,000 tons (against 15,638,000 tons in 195!) 
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well as achieving this steel output, the. industry managed 
ut about 500,000 tons of materials into stock (330,000 
sas of pig iron and 275,000 tons of steel-making scrap) ; 
 shus almost redressed the drawings of §70,000 tons of 
rese materials from stocks that had been necessary to 

ieve even the low steel output of 1951. 

In 1951, total supplies of -steel were slightly increased 
aly by drawing upon the producers’ steel stocks ; last year, 
re was a {ar larger increase even after partly replenishing 
hose stocks. This was mainly due to the huge increase in 
mports, from 560,000 tons to 1,800,000 tons ; together 
+h home production and re-usable steel, these imports 
rought total deliveries up to about 18,470,000 tons. 
Direct exports of steel were slightly lower than the previous 
‘ear at 2,600,000 tons. So deliveries to the home market 
jl] finally have been about 15,870,000 tons, well over a 


STEEL OUTPUT 





20 
ae | 
5 soo : : : 
= mo as 
Fol) na, 
Tr a aa? 
For |) TE i ij § 
of i a a i a Wee 
Te MF ° 
Sok |) WW a 3 
; ‘ il i it i i | H > 


1937 1946 1947 1948 1949 


nillion ingot tons more than in 1951. This does not accord 
ery well with complaints of steel shortage, which in certain 
ases are still genuine ; but it means that in spite or becatse 
{ steel allocation, other merchants and consumers have 
een able to add to their stocks—in the first half of the 
kat alone, by about 270,000 tons. These consumers’ 
tocks seem likely to have increased further during the 
cond half of the year, though no figures are yet available. 
oreover, the particular definition of stocks used in taking 
census means that during a year when steel was one of 
¢ commodities that still seemed better to stock than 


boney, consumers found it easy (and convenient) to under- 
ate their real holdings. 


* 


Largest-Ever Merchant Fleet 


INCE 1948 the world merchant fleet entered in Lloyd’s 
) Register has increased by nearly 10 million tons ; in 
mys 1952, it was 90,868,495 tons gross, more than 
© million tons larger than before the war. This includes, 

Course, the United States reserve fleet, which is estimated 

'2.5 million tons, but a fairly substantial proportion of 
at fleet was temporarily taken into service during 1952. 
buch of the increase, too, is due to the increased demand 
Mt tankers, which now amount to 19,989,000 tons gross, 
ee with 11,586,000 tons in 1939. Nevertheless, it 
moe that in the 12 months ended July, 1952, during 

reight rates receded from a postwar peak to the point 
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at which laying up became an economic proposition, the 
tonnage entered in Lloyd’s Register increased by nearly 
3 million tons. This increase in tonnage, combined with a 
rapid decline in the volume of seaborne trade, undoubtedly 
accelerated the fall in freight rates. 

The division of the world fleet among the various flags 
has undergone considerable changes, not only from the state 
at 1939 but also from that of July, 1951. Britain has not 
come out well from the redistribution that has taken place 
since before the war, particularly in respect of dry-cargo 
tonnage, for it must be borne in mind that the 19§2 total 
shown in the table includes well over 500,000 tons gross 


(thousand tons. gross) 
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of Canadian ships technically in UK registry, and over 
4,500,000 tons gross of tankers, compared with only about 
3 million tons before the war. Norway, on the other hand, 
has increased its prewar strength by more than a million 
tons, and Panama, thanks to the attractions of registration 
in that republic, by more than 3 million tons. The United 
States is in a special position, of course, because of its 
immense wartime building programme. 

Another feature of postwar shipping is the increasing 
average size of merchant ships. As a result of the wartime 
building programme, ships totalling 35 million tons are 
now in the 6,000-8,000 tons gross category, but of the 
14.8 million tons built in the last five years, no fewer than 
3.4 million tons are vessels of 10,000 to 15,000 tons gross. 


STEEL WITHOUT POLITICS 


BriTAIn’s dependence upon the steel industry is 
independent of politics. This year, as for 
several years past, issues of ownership and 
supervision will blur the underlying problems 
of British steel in 1953 and after. A special 
survey in next week’s issue of The Economist 
will discuss the real, and continuing, preblems 
in steel and examine their significance for the 
British economy. 
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Motorships now account for 29 per cent of the world total, 
although the proportion varies widely between different 
flags, from about 4 per cent for the USA and Greece, 
through 38 per cent for Britain to over 70 per cent for 
the Scandinavian countries. As far as fuel is concerned, 
however, there is much greater uniformity, since only 15 per 
cent now depend on coal, compared with 45 per cent in 
1939 and 97 per cent in I9I4. 


* 


Low Demand for Tankers 


ANKER freight rates at the end of 1952 were only about 
1. third of the rates a year before. In December, 1952, 
the spot tanker freight index published by the Petroleum 
Press Service stood at about 120 (December, 1949 = 100), 
compared with more than 360 in December, 1951 (and in 
January, 1952). The rate is generally low during the 
summer months ; but this autumn the increase in demand 
that usually results from the movement of fuel oil from 
the Caribbean and the Gulf of Mexico to the east coast 
of North America seems to have been later than usual and 
has not affected tanker rates in London as in previous years. 
Though the influences upon tanker rates are more specialised 






TANKER AND DRY CARGO FREIGHT INDICES 
| (Dec. 1949 = 100) 
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than those affecting general dry-cargo rates, the level of 
shipping activity has a direct bearing upon demand for 
bunker oil, and the general recession in freight rates during 
1952 has affected demand for tankers. During last year 
certain of the major oil companies, which generally have 
to charter outside tonnage, were offering the services of 
some of their own tankers in the market. 

The immense tanker building programme that has been 
in train since the war is naturally beginning to have some 
effect upon the charter market as the years go by. In 1952 
about 24 million tons of new tankers came into operation, 
bringing the world fleet to about 32 million tons; and 
few tankers were scrapped. The rate of ordering new ones 
has now fallen; but for some years deliveries of new 
vesseis will be high.. The indications are that world demand 
for petroleum products has been expanding more ‘slowly 
in recent months ; following the heavy temporary demand 
for tankers that resulted from the closing of the Abadan 
refinery, the demand for tanker tonnage fell precipitously 
during the spring, and has not yet recovered. 
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“True Cost” for Synthetic Rubber? 


| deen growers have long complained ‘hat Ame, 


synthetic rubber, produced in government plants, 
sold below its true cost, thus subsidising it consume 
at the expense of natural rubber: Since the au 
Administration is expected to dispose of the synthetic old 
to private owners, the growers are now hoping that 
economic price will soon be charged for the product 
which they may be too optimistic. But the | sibility dy 


make the potential range of prices at which private indug 
might sell synthetic rubber even more significant, andy 
analysis by Mr H. H. Heilman, of Los Angeles, publish 
in the current Natural Rubber News, has an imporgy 
bearing on the matter. Obviously, such prices wogj 
depend to a considerable extent on the terms at which4 
American Government might transfer the plants, 5 
Heilman suggests that if the plants are leased, or sold 
depreciated book values, the new operators would be a 
to sell “ standard cold synthetic rubber ” at only 22 cong 
a lb, assuming that annual output did not exceed 6oogg 
tons. If the factories were to be sold at their full replag 
ment cost, the selling price might be 25-26 cents a Ib fy 
output of up to 450,000 tons of co'd rubber 4 year, risigg 
to 28-30 cents a lb for output up to 600,000 tons. 

Whatever disposal arrangements are made, realist 
provision’ against obsolescence, at replacemen: costs, wod 
in Mr Heilman’s opinion fix the long-term selling pri 
between 25 and 30 cents (1s. 8d. to 2s.) a lb. These prigg 
apply to standard “cold” rubber; “ oil-extended 
synthetic rubber might be sold 3 to § cents a |b cheat 
between 20 and 2§ cents a lb. 

At present the American government sc'ls standag 
(GR-S) synthetic rubber for 23 cents a Ib, so \r Heilman! 
analysis suggests that the price would go up under privat 
ownership. His investigation has been sponsored by t 
Natural Rubber Bureau, a body that has an obvious inter 


in the competitive position of matural and syntheti 
rubber; but his views conform broad!y with thom 
expressed elsewhere. The industry as owned by 


government enjoys certain advantages that private mam 
facturers would not obtain: for example, it is getting pal 
of its supplies of styrene under long-term contract, at 
below market prices. The next move rests with & 
Reconstruction Finance Corporation which must submit 
the President before March 1, 1953, a plan for the dispos 
of the factories. 


SHORTER NOTE 


The directors of J. Sears (True-form) have advised shat 
holders not to accept the offer made for the company’s § 
ordinary shares by the Investment Registry. This 0 
which on the face of it is an attractive one, is quivaleatl 
40s. a share, compared with the current price 0! 345. Invest 
ment Registry have offered to purchase the .». shares 
32s. 6d., and then to convert each ordinary shire ino 
Is. ordinary shares and one ts. “ A” ordinary share (witt 
will not carry any voting rights), and to make « ‘ree (raise 
of an “ A” ordinary share for every one of the original § 
shares sold. Those who accept this offer will de given 
option to sell their “A” ordinary shares at 75. 64. cach 
the Investment Registry in May and June nex: yc. 
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Company Notes 


STRIES. Dundee, as well 
and Bradford, felt the effects 
recession in the textile trades, 
-perience of the jute manufac- 
swed the familiar pattern of 
1g at the end of 1951, then 
sion in trade in the middle of 
ly of a slight recovery in the 
; of the year. The preliminary 
counts of Jute Industries for the year to 
eptember 30th cover the last months of 
he 1951 boom and the worst period of the 
Jump ; it iot surprising, therefore, that 
he group's trading profits have fallen sharply, 
tom {1,381,057 to £988,985. A customary 
yplanation 
ses were 
Mf Jute Inde 


uiffice, as the 


yTe ! NDU 
5 Lancashir< 
Jast year S 
The trading 
urers has | 
ji-time Ww 
a sharp ! 
952, and { 
losing mo! 


made on stocks ; but in the case 
ries this explanation does not 
croup carries only enough raw 
aierial stocks to cover day-to-day working. 

. fall in profits is therefore ii the main a 
Hrect reflection of a slump in sales. 

The fall gross trading profits has, of 
ourse, meant a much smaller provision for 
sation, but the group’s net profits (at 
316616) are still £190,690 lower than in 
060-5]. The ordinary dividend, however, 
as been maintained at 15 per cent and the 
hvidend on the participating preference 
nares at 14 per cent. The recent recovery 
the textile trades may have strengthened 
Years to sept. 5, 
1951 1952 


Consol 
Trading prof 


r 
Lota) 1K 


988,985 
990,874 
145,000 
483,491 
316,618 
11,812 
15 


i 
; 1,381,057 
me 1,392,941 
Depreciatior ‘ 140,000 
Taxation 708,417 
Net profit 507 308 
Ordmary d 11,812 
15 
150.000 ae 
230,500 212.500 
; 14.858 Dr 16,055 
sve at 3s, 44d. yields £8 18s. per cent. 


Ordimarvy « 
Stock resery ¢ 
General ; 
Added to ca forward 
as. erdinar 


rene 


he directors in this decision to leave divi- 
nd payments unchanged, but they have had 
accept a sharp reduction in the amounts 
bughed back into the business. It is signi- 
ant that this has been effected by abstain- 
bg from making any appropriation to stock 
erves, compared with the £150,000 set 
ide in the previous year; in 1951, when 
ple prices were at fantastically high levels, 
was clearly good sense to make such an 
ppropriation, but the directors apparently 
bw consider that jute prices should remain 


. 


latively stable at their new and lower levels. 


7 


RTHUR GUINNESS. The satisfac- 
by results reported by Arthur Guinness in 
me year to September 30th, which were dis- 
Ssed in these columns three weeks ago, 
fe not easily achieved. Lord Iveagh told 
hareholders at last week’s general meeting 
M the advance in trading profits (from 
910,969 to /,5,338,638) was secured only 
y the waging of a continual battle against 
mreases in costs. The group, now split 
to two administrative units, has concen- 
ated its aitention. upon the achievement of 
pomies in production and distribution, by 
*asing mechanisation and by developing 
» System of bulk delivery. Without these 
woomies, profit margins would have been 
‘oe sig ‘icantly. The group again 
San? Sales. 3a Britain, and there was 
; ot, ory increase im its export 
of ; Sales in Eire—the home of the 
“a tinker—were seriously affected by 
ce a increase In duty imposed in the 
ae As yet there is no sign of “a 
“<overy of sales or profits in Ireland.” 

in sales that have taken place 


Me increase: 
= We reductions in costs that have been 


such a fall in profits is that - 


achieved have not been” sufficient to allow the 
company to restore the cut in the ordinary 
dividend that was made in 1951; and it is 
still a very open question whether any further 
reductions in costs this year, even though 
they should be aided by the lower price of 
barley, will be sufficient either. 

Meanwhile, the directors are anxious to 
widen the range-of the company’s activities ; 
rather vaguely, Lord Iveagh told share- 
holders that the group had already “ taken 
some action in this respect.” But a lack of 
dollars has prevented it from extending, its 
interests in the United States. The group 
still holds a substantial minority interest in 
a New York company, but in return for 2 
more favourable royalty rate and _ the 
guarantee of adequate finance it has relin- 
quished its option to purchase further 
amounts of this company’s equity. 

* 


WAKE AND DEAN. Shareholders in 
Wake and Dean, the furniture manufacturers, 
were prepared for bad news after the direc- 
tors’ statement last November that an inde- 
pendent audit, which was then uncompleted, 
showed that the company had been trading at 
a loss, “although the precise period of such 
adverse trading will not.be ascertained owing 
to the shortcomings in the company’s 
records.” But few of them can have expected 
that the shock would be as great as that now 
administered by the auditors, who state that 
in their opinion “ proper books of account 
were not kept by the company.” The profit 
and loss account for the fifteen months to 
September 30th, shows that the company 
made a net loss of £644,500, compared with 
a net profit of £54,548 in 1950-51; but the 
directors are unable to state what part, if 
any, of such losses have been incurred in 
previous accounting pericds. The directors 
add that as a result of these losses the share- 
holders’ capital is no longer wholly repre- 
sented by assets and that it would appear that 
the whole of the issued ordinary capital of 
£350,000 had been lost and about £30,000 
of the issued preference capital of £250,000. 
The directors therefore consider it necessary 
to propose a scheme for the reduction of the 
paid-up capital, which in the main will have 
to be borne by equity shareholders. This is 
not the end of the unhappy story, for there 
is a statement in the directors’ report that 
“certain matters arising out of the report are 
likely to be the subject of legal proceedings 
and the board is advised that it would not be 
proper to make them public at this stage.” 
*« 


STAG LINES. In early 
the 10s. shares in Stag Lines, 
quoted on the Newcastle Stock 
stood at 30s.; but just before 
it was announced that the company 
had been approached through an_inter- 
mediary with a view to a possible pur- 
chase of the shares. On this report the shares 
rose sharply, and reached a peak of 76s. Last 
week, however, jobbers called the shares down 
to a nominal price of 50s. to 60s. when they 
learned directly from the agent of the nego- 
tiators that the proposed deal was off. The 
shares now stand at 47s. 6d. The Council of 
the Newcastle Stock Exchange has apparently 
intimated that if the London Council gives 
a lead—most of the dealings took place in 
London—it will be willing to make an inquiry 
into this odd affair. This inquiry should 
certainly be instituted. This is not the only 
commotion that has been caused in the last 
few months by “ take-over” reports of this 
nature ; there is a Clear case here for the 
maximum possible publicity. 
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SECURITY PRICES AND 
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British Funds 
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Guaranteed Stocks 
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Nat. Savings Certs... 1,200 Treasury Bills ...... | ISSUE DEPARTMENT 
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ay sis, adil ; : STE ee ME hues eae Department 45,369,410 “oi 
ordinary expenditure of £79,682,000 and issues Pp § | is 
to sinking funds £930,000. Thus, including) gy gaTING DEBT (£ mLI0N) | 
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: ‘m™ E See se Treasury Ways & Means | Treas. | | 1S 
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_ LLOYDS BANK LIMITED 


IMPORTANT GROUND GAINED BY GREAT BRITAIN 


NO SIGN OF RECESSION BUT GOLD RESERVE INADEQUATE 


VITAL NEED TO REBUILD FINANCIAL AND ECONOMIC STRENGTH 


INCREASED AND MORE EFFICIENT PRODUCTION ESSENTIAL 


LORD BALFOUR OF BURLEIGH ON TAXATION AND EXCESSIVE GOVERNMENT EXPENDITURE 


| general meeting of Lloyds 
i will be held at the head office, 
! Street, London, E.C., on 


The a! 
Bank Lim 
71. Lomi 
February 1. 

The following is the statement by the chair- 
man, The Right Hon. Lord Balfour of Bur- 


leigh, DCL, DL, which accompanied the 
report and accounts for the year ended 
December 31, 1952: 


My Lords, ladies and gentlemen,—Two 
new appointments have been made to the 
hoard during the past year. They are those 
of Sir Eric Vansittart Bowater and Mr Arthur 
B. Waring. The first-named is chairman and 
managing director of the famous paper- 
making organisation which bears his name, 
and Mr Waring is chairman and managing 
director of Joseph Lucas (Industries), 
Limited. Both of these gentlemen bring per- 
sonal qualities and experience of the very 
highest order to the service of the bank, and 
I feel sure that in confirming their election 
shareholders will give them both a cordial 
welcome. Mr Waring also joins our Birming- 
ham Committee. 


On his appointment to the high office of 
Lord Chamberlain, Lord Scarbrough has 
relinquished his membership of the Yorkshire 
Committee, but I am pleased to say that he 
remains a member of the board. I record 
with pleasure the appointment to our York- 
shire committee of Mr Kenneth Thelwall. 


MR WALTER BARROW’S LONG SERVICE 


To our great regret Mr Walter Barrow has 
found it necessary, owing. to advancing years, 
to relinquish his membership of our Birming- 
ham Committee. Mr Barrow has rendered 
most valuable service to the bank during his 
/l_years’ membership of that committee ; his 


connection with Lloyds Bank extends over 
no less than 60 years. 


Sir Robin Rowell, a member of the New- 
castle-upon-T'yne Committee, has received 
the honour of knighthood. I am also pleased 
'0 note the election in May, 1952, of Mr 


Ensor, chief general manager of the bank, to 
}o¢ president of the Institute of Bankers. 


On December 31st last, Mr R. G. Smer- 


don, MC, a deputy chief general manager, 
teured after nearly 45 years’ service, Mr 
Smerdon 


joined the staff of the Wilts and 
Dorset Banking Company, Limited, in the 
‘Ysa 1908, which bank was merged with 
hry Bank in 1914. He served in the first 
orld War, was awarded the Military Cross 
and twice mentioned in despatches. On his 
Klement the board have appointed Mr 


ee a member ef the Liverpool Com- 



































MANAGERIAL CHANGES 





Mr E. J. Hill has been appoi 
. Hi ppointed a chief 
ae Manager with Mr A. H. Ensor, who 
Continue in that office for the time being, 


and Mr G. Y. Hinwood, joint general mana- 
ger, has been appointed assistant chief 
general manager. Also from January 1, 1953, 
Mr E. J. N. Warburton became a joint 
general manager, Mr R. F. E. Whittaker, 
CB, CBE, TD, has been appointed general 


manager (administration) and Mr D. H. 
Turner, general manager (executor and 
trustee). 


During 1952 visits were paid by Mr Hill 
to Scandinavia and Middle Europe and by 
Mr Whittaker to India and Pakistan. 


NEW SALARY SCALES 


After discussions with our staff association 
new consolidated salary scales have been in- 
troduced for the staff, and an improvement 
in the basis of special payments to pen- 
sioners has been made. 


I am happy to report the excellent relation- 
ship which subsists between the bank and the 
staff, and also to pay tribute to the splendid 
work being done by our staff everywhere. 
We are mindful of the difficult conditions 
which all have to face, not least in our 
branches in the East. 


PROFIT AND LOSS ACCOUNT AND 
BALANCE SHEET 


I will now refer to our profit and loss 
account and the balance sheet. Our profit 
at £1,964,665 is £148,807 higher than last 
year. Increased earnings have been to an 
appreciable extent offset by higher running 
expenses and by the increase in the rate of 
interest allowed on deposits. 


In view of the uncertain economic outlook 
and the wide fluctuations which we have ex- 
perienced in the gilt-edged market, it has 
been considered desirable and prudent to 


_ strengthen the external reserves of the bank. 


We have therefore allocated £1,200,000 from 
our profits to general reserve which, 
together with the share premium account, 
will make the total of our reserve fund 
£16 million. 


Referring to the balance sheet, our current, 
deposit and other accounts at £1,169 million 
show a reduction of less than £2 million, 


There are substantial changes in the assets 
side of the balance sheet, partly as a result of 
the Government’s further funding operation 
last October, and also the effect of the credit 
restriction policy is evident. On the one 
hand, our holding of Treasury bills has in- 
creased by £28 million and investments by 
£46 million. Against those increases, money 
at call has fallen by £15 million and our 
holding of British bills by £18 million. In 
addition, Treasury deposit receipts have dis- 
appeared, showing a reduction of {18 
million, and loans and advances have 


decreased by £32 million. 


The large decrease of £43 million under 
the heading endorsements, guarantees, ¢tc., 


is accounted for by the diminution of foreign 
exchange business as a result of the restric- 
tion of imports, 


_ Our lending has, of course, been conducted 
in strict conformity. with official policy. 
Substantial increases in advances to many 
industries essential to the well-being of the 
community have been considerably more than 
offset by reductions in other directions. 


With our large agricultural connections 
throughout the country and the urgent 
necessity for increasing the country’s food 
production, we have been affording generous 
assistance to farmers and to agriculture’s 
ancillary industries. 


The policy of credit restriction will un- 
doubtedly have to be continued for some 
time and we cannot therefore look for any 
substantial expansion in what would normally 
be considered a banker’s principal business. 


INVESTMENTS 


It will have been observed that in our half- 
yearly statement of June 30th last we utilised 
a new formula in regard to our investments 
in British Government securities. In view 
of the wide and erratic movements which 
have taken place in the prices of gilt-edged 
stocks, it was felt that some acceptable 
formula should be established, and you will 
see the wording in Note 1 on the balance 
sheet. On December 31, 1952, the market 
value of these investments was greater than 
the balance sheet figure. 


I may add that the whole of our British 
Government securities mature within 15 
years and the large majority of them within 
10 years. 


Under the heading of trade investments 
it will be noticed that the item “ Indian 
Premises Company, Limited, £54,502” has 
now disappeared. In view of taxation diffi- 
culties it was decided to liquidate this 
company, the properties of which now 
appear under bank premises. 


INDIA, PAKISTAN AND BURMA 


The year 1952 proved a difficult one for 
our Eastern branches as a result of the heavy 
fall im price of the primary products upon the 
export of which both India and: Pakistan so 
largely depend; Pakistan suffered particu- 
larly through the lack of demand for her 
large jute and cotton crops, which made it 
necessary for her to impose stringent import 
restrictions. The reduced tempo of business 
activity was naturally reflected in a reduced 
demand for the services of the exchange 
banks ; nevertheless our branches in both 
India and Pakistan have fully maintained 
their position. 

There is little to report about Burma ; 
politically the country is more settled, but 
‘our business in Rangoon, although main- 
tained, shows little expansion. 
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Once again I should like to offer my warm 
thanks to the officials and staff of all our 
branches in the East for the standard of 
service they have maintained during a year 
of more than usually difficult conditions. 


A YEAR OF LIMITED PROGRESS 


Every second year since the war has 
marked a fresh crisis in this country’s 
external balance of payments: 1947, 1949, 
1951. It follows that each of these annual 
statements has been issued on the eve, on the 
morrow or—as last year—in the thick of such 
a crisis. To strike a note of optimism 
against that background could only have 
been misleading. It is true that throughout 
those years we have enjoyed the benefits of a 
high level of internal activity; yet the first 
task of a country which lives by overseas 
trade, which can provide a decent living for 
its people only by remaining a first-class 
-commercial and financial power, must surely 

e to pay its way abroad. 


How pleasant if on this occasion I could 
begin my review by affirming that at long 
last the corner has been well and truly 
turned, that we can see our way ahead with 
confidence to lasting recovery and cever- 
greater heights of prosperity. ~Lo say that, 
unfortunately, would be to flatter the 
achievements of the last 12. months, great 
though these have been. Few can have felt 
much assurance a year ago that as early as 
the spring the alarming drain of gold would 
have ceased entirely, that even in the first 
half of the year we should manage to restore 
balance in our overseas accounts as a whole, 
that the world-wide fears of a collapse in 
sterling would so quickly be dispelled. 


YARDSTICK FOR RECOVERY 


This all represents important ground 
gained, and there is, moreover, no sign of its 
being lost again in the immediate future. So 
far, so good. Regarded in other lights the 
picture is less pleasing. One could say with 
equal truth that the shrunken remnant of our 
gold reserve is wholly inadequate to enable 
the pound sterling to perform its proper 
function as a world currency—inadequate 
even for safety if the tide should once*more 
turn against us. Two figures provide a yard- 
stick for the extent of the recovery to date. 
Sterling area gold reserves touched bottom 
in April at a figure of $1,662 million ; our 
losses in the preceding ten months were 
$2,205 million.t By the end of the year we 
had regained, after meeting the payments on 
our American and Canadian debts, no more 
than $184 million. 


More important is the question whether 
even this limited progress rests upon a 
secure foundation. The evidence suggests 
that far too large a part for comfort has been 
played by purely stop-gap expedients and a 
favourable change in world conditions, far 
too little by fundamental changes of policy. 
The patient has responded to first-aid treat- 
ment ; restoration to health is another matter. 
A year ago, it seemed that we had taken a 
momentous forward step by the adoption of 
new monetary policies which promised a 
complete break with the recent past. A 
genuine policy of disinflation could indeed 
put us on the road to economic health and 
one continues te hope that it may still be 
allowed to do so. Unfortunately, a great 
deal of the good done by monetary policy 
has so far been undone by government 
spending. 

In one respect quite striking results have 
indeed been achieved and that is in relation 
to bank advances. The banks have striven 
loyally to carry out the wishes of the present 
Chancellor, as of his predecessors, and the 
degree of success which has been attained is 
apparent from the published figures. If 
account is also taken-of the sharp reduction 


in the clearing banks’ holdings of commer- 
cial bills, some £300 million of credit have 
been withdrawn over a period of a few 
months, and that without causing any severe 
hardship or dislocation. 


‘THE IMPORTANCE OF BANK RATE 


There can be no doubt, to my mind, that 
the raising of the bank rate dealt a psycho- 
logical shock to the domestic public that 
could not have been administered half so 
effectively in any other way, This alone 
helped to dissipate a great deal of inflationary 
froth, damped down the demand for bank 
accommodation for the less essential pur- 
poses, and so made it far easier for the banks 
to restrict its supply. Moreover, this move 
convinced overseas opinion as nothing else 
could have done of the new Government’s 
determination to put our financial house in 
order, and so helped to break the speculative 
movement against sterling in world markets. 


There is a deeper reason why bank rate 
had to be unfrozen. It is too often over- 
looked that the traditional use of a flexible 
bank rate is to assist in regulating, not 
primarily the volume of bank advances, 
but the volume of bank deposits which 
form the public’s reservoir of spending power. 
Given the fact that the commercial banks 
maintain a highly stable ratio of cash to 
deposits, it/is always open to the authorities 
to initiate a contraction in bank deposits by 
bringing pressure to bear on the clearing 
bank’s cash reserves. That simple and 
straightforward method of regulating credit 
cannot, however, be applied without causing 
some fluctuation in the Treasury bill rate and 
other short-term rates, 


AUTHORITIES’ NEW POWERS 


The most important aspect of the Novem- 
ber, 1951, decisions, therefore, is that for the’ 
first time for many years the authorities once 
again possessed the technical means of 

educing the supply of money. In the event, 

their new powers have not as yet been used 
to that end. In November, the combined 
deposits of the clearing banks were almost 
exactly unchanged on the year, which means 
that the initial contraction during the first six 
months of. the new policy had been com- 
pletely reversed by fresh creations of credit 
during the second six months. It is in fact 
the case that during the summer for every 
pound of credit that the banks were in pro- 
cess of withdrawing from the private sector 
of the economy they, were required to extend 
nearly two pounds of additional credit to the 
Government. The decline in bank advances 
and commercial bill portfolios was thus far 
more than outweighed by fresh acquisitions 
of Treasury bills, and deposits rose instead 
of falling. 


Monetary policy and fiscal policy ate, of 
course, interdependent; there can be no 
hope of keeping a tight rein on the supply 
of money unless the Government is able to 
keep its own finances in order. The largest 
single factor responsible for the renewed ex- 
pansion of bank deposits in recent months 
was clearly the disturbingly large overall 
deficit during the first three quarters of the 
financial year. During the coming period of 
peak revenue, bank deposits will obviously 
decline again ; and if the Budget estimates 
should, after all, come within striking dis- 
tance of fulfilment, the contraction in deposits 
will be very sharp indeed. The important 
question is what is to happen thereafter 
whether the new financial year will bring 
further massive demands for short-term 
finance on the part of the Treasury, or 
whether on this occasion the basic volume of 
deposits can be held stable or reduced. 

Nor is this a purely technical question 
concern only to those who have to deal with 
financial affaics, As I emphasised a year ago, 
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it is the superabundant supply of 
brought imto~existence durin, the 
years of deficit finance and 


‘mong, 
atting 


cheap money drive, that mad nos 
continuous wage and price spi! of the the 
six years. There is, of course, no mea 
of calculating @ priori the ex:.: quantit r; 
money consistent with econo: heakhe’ 
there were, central banking would nop a 


art but a rule of thumb. N. theless, thet 
future trend of bank deposits w:!! he ac. 
an index as any other of 


i 53 in those! 
“internal economic policies des vned all 
inflation” to which the Un: cd Kingdom 
once again pledged itself the reoegg 


Commonwealth conference. 


SACRIFICING THE FU! URE 


If the new monetary polic, 


to fulfil } 
purpose, it requires the suppor: of a aa 
budgetary policy. In spite of h.s courage ig 
tackling the food subsidies, Mr Buty 
explicitly drew up last Apri! a tuirly “gof* 
budget, lest a more austere one should pm 
duce excessive unemployment .n consume 
goods industries; some of which wer 
experiencing difficulties. To the surprise 
the country, which had been led to eXpect 
crisis measures, he aimed at m.-ntaining th 
general lewel of consumption. In effect, thig 
meant that salvation was come frog 
sacrificing the future to the present: that 4 


from allowing stocks to run down and cu. 
tailing investment in our home industrig, 
To symbolise the general approach in term 
of a single example, it might be said that we 


preferred ta stop building factories mthe 
than slow down the building of hous 
Obviously, this policy of maintaining om 
sumption while allowing our industrial 
capital to run down is a mere stop-gap. it 


could not -be repeated without jcopardising 
our ability to compete in world markets. 


This year, there can be no easy way ott} 
and yet it will be much more difficult 10 pe 
duce a balanced budget. There is mu@ 
forcé in the paradox that nothing is so ine 
tionary as disinflation. With personal saving 
dwindling to the point of extinction, ti 
country’s finances have come to depend mor 
and more upon the abnormally high-f 
largely fictitious—company profits which at 
a feature of inflation ; and the taxable com 
pany profits which are to provide the bast 
of future revenue have fallen sharply 
sharply that the Excess Profits Levy may am 
possess even the merit of producing revenut 
Moreover, a check to the growth of personal 
money incomes, especially if i 1s accom 
panied by a rise in the prices of necessil 
is likely to reduce the yield not only | 
income-tax and surtax, but also of the cmm 
duties. 


To negotiate the transition from inflation 
to stability is thus remarkably <ifficult ; i 
mechanism of inflation embodies, as it We% 
a thermostatic control to ensure (hat as sot 
as the temperature begins to f2!! fresh fud 
will be added to the flames in the form #8 
budget deficit. In the light of th:s fact, «8 
difficult to understand the prev. |ing anu 
that even the most restrained attempts # 
restoring financial balance wil! result m4 
deflationary cataclysm, The truii is 
that half-measures are doomed to [atl 
from the outset, that only a firm grasps 
the nettle will do the trick. 


THE CHANCELLOR'S TA5K 


Our greatest need is to speed ip the pr 
duction of those capital goods—mall 
engineering products—so urgen'y requis 
both for export and for the moce:nsatioa 
our Own factories. That cannot be Om 
without a major change in the pattero 
production ; nor can it be done « (n0ut 8m 


re 


reduction in-the demands mai: upoa & 
resources by home consump, 
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3 THE ECONOM! 
dest sense. 10 POOMNRS the necessary 
uF . ft of resources and to create the necessary 
ri one are therefore the supreme tasks of 
he | financial policy at this juncture. 
at Nor is i: merely the budget which is in- 
ad solved. snances of the local authorities, 
at ithe price policies and investment programmes 
if of the nationalised industries, no less than the 
a fnances of the central government, must be 
the made to promote the aims of national policy. 
rod Neverthe! ve can all agree that the budget 
oie * the ce! nstrument of economic plan- 
uth ning; and the Chancellor’s task is a double 
om one, in t 1e cannot afford to lose sight 
ent of the €a imperative need to create a 
fnancial climate in which enterprise Can once 
again flo To say that is virtually the 
same thing as to say that the burden of taxa- 
tion mus reduced. Can these various 
- objectives reconciled ? ’ Even more than 
ee before, the key to everything is obviously a 
ag drastic cut 9 public expenditure. To suppose 
cs that econom.cs on the heroic scale which is 
i necessar' be found merely by dismissing 
a 9 few civil servants is an illusion, Major 
Pree economic Mr Butler has reminded us, 
a depend upon major changes in policy. It is 
a the first duty of the Government to take the 
oe decisions ch are mecessary, however 
the unpalatal le 
this 
‘ro DRASTIC ECONOMIES REQUIRED 




















economies—and they must be 


Drastic 
tries drastic then, a prior condition of any 
Crm lightening the load of taxation. It is 
te equally clear that productive industry has the 
auhet HBB orior clam to any tax concessions which are 
mised, thereby made possible. Over a vast range 
Ott of industries, such investment as has taken 
strial place has been made possible only by drafts 
p. tt on reserves and running into debt. So long 


gs the calculation of taxable profits is based 
upon the cost of acquiring capital goods at 
some time in the past, and not upon the cost 
of replacing them at current prices, many 
industries cannot hope even to maintain their 
physical capital, far less to improve their pro- 
ductive apparatus. Perhaps the most strik- 
ing case is the plight of the shipping industry, 
where it is often lnerally impossible, under 





much 








avings 
1, the 







































| more 

chi present tax arrangements and at present re- 
ee placement costs, to provide for the replace- 
ok ment of obsolete ships out of current 
; has tarnings. 

|y—0 So far as personal incomes are concerned, 
ay net telief from taxation must come mainly from 


v a reduction in public expenditure, though in 
er addition it should be possible to devise con- 


sonal 







CoO cessions thar would promote additional saving 
“SSith ather than additional spending. On the short 
aly o view, this may not add up to a politically 
+ excise attractive programme. The need is none the 





Hess inescapable if this country is to hold its 
pwn in the world, 


+flation ' It is a degraded view of 
it: the routs which regards the budget simply as 
?, a mechanism for distributing penalties and 


it Weng 





Denefits. The Chancellor’s duty is to main- 







as 300m ae : 
sh (dE “be health of the nation’s economy, on 
<n (iS moreover, the whole survival of the 


Welfare State depends. . 



















In a country which still spends nearly 
mpts # fee times as much on drimk, tobacco and 
it ma amusements 





‘s On rent, it is absurd to suggest 














that the mass of the people would suffer real 

aia hardship if ney had to pay more as con- 
spug ers for \arious benefits now provided 
free” or subsidised prices, and paid 

Mss for them as taxpayers. Moreover, if 
omerage ‘aS to be cut, it is more than 


the mass of.the people would 
pecier those sacrifices to fall on that part of 
: t income which is spent by the Govern- 




















: vel a than on the part which they 
pee ae . themselves. Special provision can 


iid with ereate, for the truly necessitous— 

. ith greater ease, as I have pointed out 
Previous occasions, if our finances are not 

, thed down by the universal subsidisation 
nich and poor alike, 



















THE. NEED FOR FLEXIBILITY 


One of the main objects of cutting down 
home investment last year was, of course, 
in order to reledse for export a Jarger share 
of the products of the engineering indus- 
tries, which could not cope at one and the 
Same tume with the/demands of defence, of 
export trade and of our own industries. The 
obvious alternative would have been to re- 
strict home consumption by reducing spend- 
ing power. Two arguments are advanced 
against that course. The first is that if home 
demand for consumer goods were reduced, 
the goods released could not find export 
markets in any case. The second is that if 
the production of consumer goods were cur- 
tailed, the labour and other resources so 
released would not find their way at all 
rapidly to the capital goods industries. 


In the very short run, these arguments 
clearly have some force. What is not true, 
even in the very short run, is the further 
assumption that such transfers of resources as 
are feasible will continue to take place even 
if the consumer goods industries are main- 
tained in a state of comfortable prosperity 
all the ime We cannot have the benefits 
of change if we are never prepared to move 
at all. . 


PIECEMEAL PLANNING DANGER 


This, surely, brings to a focus the funda- 
mental dispute about policy. Granted that 
all men of good will, whatever their political 
party, sincerely desire what they deem best 
for the country. On the one side are those 
who believe that the be-all and end-all is 
unbroken security of employment for every- 
body in the job in which he happens to-find 
himself. This leads to the piecemeal “ plan- 
ning ” approach which, quite logically on its 
assumptions, in the main takes the existing 
distribution: of resources for granted and 
seeks to ensure employment for resources in 
those existing uses, industry by industry. 


Politically, nothing could be safer, but 
from the economic point of view it spells 
disaster. By general consent, major changes 
in the pattern of industry are still needed if 
this country is to earn its living in the post- 
war world. That our economy has not alto- 
gether lacked adaptability is proved by the 
achievements of the aircraft industry, in 
which we indubitably lead the world. Yet 
throughout the postwar period the requisite 
flexibility has been impeded rather than en- 
couraged by official policies: directly by 
timid planning which fears the emergence of 
even the smallest pocket of transitional un- 
employment, indirectly by the inflationary 
conditions which have their fount and origin 
in excessive government spending. 


Policies which perpetuate an incorrect 
distribution of manpower must conflict with 
our avowed aim of giving first priority to the 
achievement of an adequate and stable ex- 
ternal balance. That is why there are others, 
like myself, who incline towards the more 
dynamic approach to our problems: who 
believe that people are far more adaptable 
than is comrmionly supposed, provided that 
they are given adequate incentives to change 
their activities ; who believe that the restora- 
tion of monetary stability and a properly 
working price system will also restore that 
flexibility which our economy lacks and 
without which we are doomed to lower 
standards of living. 


INFLATION AND BALANCE OF PAYMENTS 


There is now general acceptance for the 
proposition that inflation is bound to upset 
the balance of payments. It is less widely 
recognised that this applies not only to the 
type of inflation characterised by galloping 
prices and wages, but also to conditions in 
which these symptoms are more or less 
successfully suppressed although potential 
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demand remains excessive. Many people 
would undoubtedly contend ‘that our sitta- 
tion during the past year has not been one 
even of suppressed inflation. Admittedly, pro- 
ducers in some industries have for the first 
tume since the war been experiencing difficul- 
ties in disposing of their products ; the tempo 
of wage and price increases has abated ; it 
has been possible to decontrol a few com- 
modities. There was, in fact a perceptible 
slackening of inflationary pressures during 
the spring and summer. In the later months 
of the year, however, the picture was rather 
different. Consumer expenditure seems to 


be running at fully the same level as a year - 


ago, the consumer trades are picking up again 
and manpower is moving back into the same 
employments from which it was released 
earlier in the year. 


The thesis that inflation has now been 
definitely mastered cannot be squared with 
some other features of the situation, such as 
the severe limitation of imports, the forcible 
diversion of goods to the export market, the 
long delays still imposed on some of our 
overseas customers. Most significant of all 
is the admitted fact that a wages spiral is 
still a real danger. So long as that is true, 
the country must indeed feel great thankful- 
ness for the restraint and deep sense of 
responsibility exhibited by the leaders of the 
trade union movement. That such restraint 
is necessary, however, is itself proof of the 
persistence of inflation. 


THE PROBLEM OF CONVERTIBILITY 


A real policy of disinflation, in short, is 
still the central need if we are to put _our 
economy in proper shape; but there will 
remain one problem which cannot he solved 
by our own efforts alone. For Britain and 
for the world at large, no task can be more 
urgent than to rebuild the exchange reserves 
of the sterling area, as a prelude to the 
restoration of convertibility. 


There is no reason to doubt that the recent 
Commonwealth Conference reached agree- 
ment upon a constructive and realistic pro- 
gramme to that end, even if the whole of that 
programme could not, for obvious reasons, 
be made public. Measures such as the 
stimulation of investment in dollar-saving 
and dollar-earning projects must clearly take 
some considerable time to achieve results, 
more especially if the pace of such develop- 
ment were ,conditioned by the supply of 
savings within the Commonwealth itself. If 
progress towards freedom of trade and cur- 
rencies were dependent on such measures 
alone, it is more than likely that for years to 
come the growth of world trade would be 
fettered and the free world become hope- 
lessly divided into a hard and a soft cur- 
rency area, with mounting barriers and 
mounting friction between them. The 
vicious circle can be broken only with the 
co-operation of our friends in the United 
States. 


“ THE AIM IS INDEPENDENCE ” 


Fortunately, it has been placed _ beyond 
doubt that the decisions taken at the confer- 
ence were not such as to pile up obstacles in 
the way of that co-operation, The funda- 
mental objective, it has been reaffirmed in no 
uncertain terms, is to ensure that the Com- 
monwealth can pay its way, under competi- 
tive conditions, in a multilateral trade and 
payments system covering the widest possible 
area. The aim is independence not autarky ; 
it is to create the conditions in which dis- 
criminatory restrictions on trade can be re- 
moved at the earliest possible moment, not 
to perpetuate discrimination as the essential 
basis of our long-term policy. 


All this may be no more than elementary 
common sense but it was none the less worth 
repeating at a time when less sensible courses 
were being advocated im various quarters. 
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It will come as a blow only to those whose 
ideal is a system in which a group of deficit 
countries would conspire to whip up feverish 
activity in their internal markets and their 
mutual trade, thus inevitably upsetting their 
balance of payments with the outside world 
and making it necessary to practise the most 
ruthless discrimination against the trade of 
countries outside the charmed circle. What- 
ever else may be said of this prescription, it 
is admirably calculated to ensure that the 
deficit countries remain deficit countries, 
with a pattern of trade decided not by the 
free choices of free men but by bureaucratic 
dictation from the centre. 


EXPANDING ECONOMY OF USA 


Admittedly, no other solution would re- 
main if all the difficulties were due to a 
deflationary pressure emanating from the 
surplus countries. If the United States were 
indeed, as she is so often painted, a country 
callously indifferent to mass unemployment 
within her own borders, constantly engaged 
in the erection of fresh barriers to imports 
and determined to press her exports at all 
costs upon an unwilling world, then dis- 
crimination might indeed have to be elevated 
into a permanent system. 


Nobody would suggest that the commercial 
practices of the United States are all that 
might be desired; indeed, the American 
Chamber of Commerce in London has 
recently indicated a number of constructive 
changes that would help to bring American 
practice more into accord with American 
precept and so contribute to greater freedom 
of international trade. For all that, the pic- 
ture of the United States as a centre of 
violent instability and ruthless deflation bears 
no recognisable resemblance to the facts of 
the real world as they have existed since 
the war. 


“ FABULOUS PROSPERITY ” 


Throughout that period the United States 
has enjoyed fabulous prosperity and for the 
greater part of the time has been in the 
throes of an inflationary boom. In itself, 
nothing could be more favourable to the 
expansion of world trade than the growth of 
American production on a rising price level. 
And other countries are scarcely entitled to 
call upon the United States to inflate still 
more rapidly, in order that they in turn may 
follow inflationary courses in greater comfort. 


In any case, it simply is not true that the 
supply of dollars created by American pur- 
chases of goods and services has been so 
constricted as to cause the outside world 
grave inconvenience. In 1951, the dollar 
supply created by such purchases was of the 
order of $15,000 m.—about half as much 
again as in 1948 although in the meantime 
the total of money incomes ih the United 
States had risen by only about a quarter. 
And those dollars were sufficient to enable 
the outside world to buy more than twice as 
much from the United States as before the 
war. 


NO PRESSURE ON REST OF WORLD 


Nor is it true that American policies have 
been placing pressure on the monetary 
reserves of the rest of the world. Towards 
the end of 1952, the US monetary gold stock 
was a little lower than in the middle of 1948. 
Over the same period, the sterling area also 
lost exchange reserves on balance ; but other 
countries, taken as a group, increased their 
reserves by some 20 per cent. This fact 
alone should suggest that the sterling area’s 
problem is not entirely of American origin. 


But for American aid, the picture would, 
of course, have been different ; how different 
it is impossible to say. Nothing could be 
more absurd than ‘to take a period in which 


the demand for American goods has been 
inflated first by the needs of postwar recon- 
struction and secondly by unsound monetary 
policies elsewhere, in which the purchase of 
exports on that inflated scale has been 
rendered possible by vast gifts, and thence to 
infer a structural dollar gap that must neces- 
sarily exist under any and all conditions. The 
Commonwealth Ministers, at any rate, do not 
seem to have been haunted by such phantoms 
but to have taken it for granted that balance 
in the world economy can perfectly well be 
achieved if debtor and creditor countries alike 
are prepared to follow realistic policies. 


STABILISATION PLAN NEEDED 


To achieve equilibrium on current account 
is, however, only half of the problem. The 
second half (not necessarily in time) is to 
endow sterling with adequate reserves, for 
without those it is idle to talk of convertibility 
or real freedom of trade. I take it as axio- 
matic that we cannot expect to accumulate 
such reserves out of a surplus in current trade 
with the dollar area, nor, in any reasonable 
period of time, from the gold production of 
the sterling area. If those were the only 
means of reinforcing the reserves inter- 
national trade would remain in a strait jacket 
for many years to come. A capital operation 
of.some kind is indispensable. In the months 
ahead, all kinds of stabilisation plans will 
undoubtedly be discussed, for there are any 
number of ways of achieving the object in 
view. What may be useful is for me to set 
out the facts and principles which must 
govern any solution. 


The monetary reserves of nations, as of 
individuals, may take the form either of cash 
or credit. In the last resort cash means gold, 
though balances in any widely accepted 
currency will normally serve as well. In 
round figures the world’s monetary gold 
stocks at present amount to $36,000 million. 
This is only about one-third higher than 
before the war, whereas the value of world 
trade has more than trebled. If the reserves 
of our future payments system are to consist 
entirely of gold, a deflationary spiral in world 
trade due to imadequacy of liquid reserves 
will be an ever-present danger. 


WORLD GOLD STOCK 


The problem is, of course, greatly aggra- 
vated by the fact that almost two-thirds of 
the world’s gold is at present held the 
United States. In the short run—and this 
is an urgent problem—only two means exist 
of bringing about a substantial increase in 
the gold reserves of the rest of the world: a 
physical redistribution of part of the 
American gold stock, or a rise in the dollar 
price of gold. Of the latter possibility I 
will say only that it is an illusion to suppose 
that such a change need be any more infla- 
tionary for the United States than an equiva- 
lent increase in the dollar-purchasing power 
of the outside world brought about in any 
other way. 


For us and for the whole world, the chief 
desideratum is the restoration of sterling as 
a strong world currency, buttressed by ample 
reserves. If this can be brought about by a 
stabilisation operation of some kind, well and 
good. Should there be obstacles in the way 
of that straightforward solution, there still 
remains the possibility of devising new inter- 
national machinery, or rather of adapting 
that which exists, 


ADVANTAGES OF A CLEARING UNION 


In seeking a solution on those lines, it is 
natural to turn in particular to the Inter- 
national Monetary Fund and the European 
Payments Union. In each of these, member 
countries are assigned “quotas” which 


might be regarded as an attempt to supple- 
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ment: inadequate gold reser, 


extensions of credit, While cine 
have hitherto prevented th. IMF 
making any very useful co tribution 
“hard money” philosophy in posed on wt 
body would be a grave hand -.p vies 
conditions ; rules of procedure “design i 
ensure that the fund’s resources do aa be 
come “frozen” have so far had the ef, 
of sterilising them altogether By nal 
the European Payments Union has am, 

fulfilled, within its more limited sphere : 
purposes for which it was established i 
am not necessarily suggesting that EPU iggy 
should be extended to cover a wider , 

but useful lessons can be Jearnt from jy 


relatively successful operation 


The secret of that success is surely the fact 
that in a clearing union the sanctions against 
persistent creditors can be mace as effectip 
as those against persistent debtors. [p 
system based purely on gold, there lurks 
certain danger of deflation ; for while coy. 
tries losing gold are placed under strong 
pressure to improve their trade balance, ther 
is no correspondingly strong pressure upg 
the recipients of the gold to increase they 
imports. Success in the working of such; 
system depends upon creditors no less thay 
debtors observing the rules of the game, Jy 
recent years, as I have pointed out, we cp. 
not complain of amy reluctance on the pay 
of the United States to allow money incomy 
to expand ; but many people would breath 
more easily if world prosperity could be m& 
less directs dependent upon the continuange 
of expansionary policies within the USA 

In a clearing union, the sanctions for deft 
and sunplus countries can be more evenly 
balanced. While debtor countries are spard 
the full rigours of the gold standard, te 
obligation to cover some proportion of 4 
deficit in gold gives them an incentive to pt 
their house in order, without encroaching a 
their sovereignty. On the other hand, cred 
tors receive only part payment in gold, buta 
country running a persistent surplus ad 
unwilling to extend further credit always hs 
the remedy in its own hands: it can liquidate 
its claim at any time by increasing its put 
chases from the remaining members of the 
system. 


In short, once the stage is set for convert 
bility there is no lack of technical methods 
by which currency stabilisation can & 
achieved. The appointment of a distur 
guished banker to represent the United Suits 
at the Court of St. James’s encourages th 
hope that this problem may receive th 
priority which it deserves on the agenda of 
the new President. 


CONCLUSION 


Recalling the critical state of our affairs’ 
year ago, we must be thankful for the pr 
gress made during 1952. Our vital need n0W 
is to rebuild our financial and econome 
strength so that we may with certainty pf 
our way abroad and earn our keep, and uh 
can only be through increased and mot 
efficient production of the right things 

But as long as our solvency is menaced 
excessive expenditure, as long as our industy 
is strangled and incentive choked by ov 
taxation, and as long as our people email 
unaware that they are now sacrificing tf 
future to the present, so long w»!! our sul 
dard of living, including the ma ntenanct 
our social services, continue to be in me 
danger. : 

For future prosperity some paint 
decisions are now necessary. [he ques” 
is whether modern democratic party lesa 
dare have the strength of purpose 17 
them. I am optimistic enough to believe Mi 
the sound sense a the British peas a 
accept any requi temporary sac 
necessity lor “which they could be made 0 
understand. And only so can our coum 
future be made secure. 


; 
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SURPRISINGLY LARGE INCREASE IN DEPOSITS 
HIGHER INTEREST RATES AND PROFIT DESPITE GROWTH OF COSTS 
GOOD EFFECTS OF RETURN TO ORTHODOX MONETARY POLICY 
PROSPECTS OF GRADUAL INCREASE IN EXPORTS 
MR A. W. TUKE ON NATIONAL AND INTERNATIONAL PROBLEMS 
seca ing for the BANK RATE CHANGE! m 
oo foe eee acca Beak in, oe 
sll be held at the head office, Turning to the balance sheet, I would first 
v= ard Street, London, E.C., on Call stockholders’ attention to the fact that 
cary 11th, 4 our deposits, at £1,318 million, show an in- MARKED FALL IN ADVANCES 


The following is the statement of the 
chairman, Mr A. W. Tuke, on the report 
and accounts for the year ended December. 
3], 1952, which has been circulated to stock- 
holders : 

I wish to refer first to the changes which 
have taken place in the constitution of our 
hoard during the past year. We have to our 
great sorrow lost two of our colleagues by 
death: Sir Robert Micklem, who joined the 
board in 1947 and whose experience as an 
industrialist was of great value to us, and 
Mr Duncan Balfour, who was one of our 
executive local directors, working latterly in 
the Windsor district, but during most of his 
career in the service of our overseas sub- 
sidiaries in France and Italy. They leave 
two gaps in our ranks which it will be hard 


whom you will be asked to re-elect at the 
annual meeting. 

In the early part of the year we elected 
Mr Algernon Denham, who has been asso- 
cated with the bank and previously with 
the Union Bank of Mangehester in the West 
Yorkshire area throughout his business life, 
and has also taken a prominent part for 
many years in the affairs of the Halifax 
Building Society, of which he is now the dis- 
tinguished president. Later we elected Mr 
AH. S. Hinchliffe, who is a member of our 
local board at Manchester, Mr David 
Vaughan, who is an executive local director 
in South Wales, and Mr Mungo Campbell, 
who I am glad to say has alsoejoined our 
local board at Newcastle-upon+Tyne. We 
shall greatly value their assistance in our 
counsels. 


Among the directors to retire by rotation 
# the annual general meeting, in accordance 
with the Articles of Association, is Lieut.- 
Colonel E. H. W. Bolitho, in respect of 
whom, as he has now reached the age of 
70 years, a separate resolution will be sub- 
mitted to the meeting, in order that we may 
have the benefit of his most valued services 
for a further period. 


SIR CECIL ELLERTON 


It gave us all the greatest possible pleasure 
When we found the name of Mr F. C. 
erton among those to receive the honour 
of knighthood in the first Honours List of 
the reign of Her Majesty the Queen. In 
addition to his outstanding services to the 
» to which I was able to refer last year 
*n I spoke of his appointment as deputy- 
— of the board, Sir Cecil Ellerton 
/0f Many years rendered great public 
heh . financial mentee which are of the 
: portance to the country, and w 
m company with his many other friends, 


come most hearti ; iss 
these service. eartily this recognition of 


crease of {£34 million, which is surprising 
when we consider the influences to which 
bank credit has been subjected during the 
past year. It will be remembered that when 
an orthodox monetary policy was re-intro- 
duced towards the end of 1951 it was accom- 
panied by an increase in the bank rate to 
24 per cent. In the early months it was at 
least proved that the machine which had been 
out of action for so many years was still 
capable of working efficiently, but the rela- 
tively small increase in the price of money 
did not enable the country to reap the 
full benefits from the change of policy, 
especially so far as its external effects were 
concerned. 


There was, however, a considerable change 
for the better after the bank rate had been 
further increased to 4 per cent at the time of 
the budget, and sterling at last began to show 
signs of strength in international markets. So 
far as the internal situation is concerned, the 
fall in deposits which is usual in the first 
quarter owing to the in-gathering of taxes 
may have been accentuated somewhat by the 
effects of the new policy. After the turn of 
the Government’s financial year we always 
expect to see an increase in bank deposits 
due to Government expenditure in anticipa- 
tion of the collection of taxes, which is 
financed by a temporary increase in the 
volume of Treasury bills. In the past year 
the process began as usual, but, following the 
increase in the bank rate to 4 per cent, it was 
checked when the May figure of bank 
deposits showed a decrease on the April 
figure. 


GOVERNMENT EXPENDITURE 


This decrease was, however, more than 
wiped out in June, and thereafter, although 
the figures remained fairly steady for two 
months, there has been a continued increase 
at a rate which suggests that Government 
expenditure has been out-running estimates. 
This impression is confirmed by the fact that 
the Government felt it desirable in October 
to make a further issue of short-term fund- 
ing stocks, in order to remove some of the 
additional Treasury bills and so reduce the 
liquidity of the banks more nearly to its 
traditional proportions. 


This has had the effect of increasing our 
ratio of investments to deposits to an unpre- 
cedented level, the final figure for the year 
being 34.8 per cent, but owing to our low 
ratio of advances our liquidity ratio is still 
high at 40.2 per cent, or at 35.8 per cent if we 
exclude cheques in course of collection from 
other banks. Thus we appear to be well 
equipped to meet the seasonal stringency 
which we have to expect in the first three 
months of the new year, when, as I have 
already pointed out, exceptionally heavy 


The rather rapid increase in bank deposits 
in the latter part of the year has been accom- 
panied by a marked fall month by month in 
the total of bank advances, which, if other 
things had been equal, might have been ex- 
pected to be counter-balanced by a corres- 
ponding reduction in deposits. In so far as 
the volume of deposits is 4 measure of the 
inflation present in our economy, the trend 
during the year must be regarded as dis- 
appointing, but we should reserve final judg- 
ment until we can compare March and April, 
1953, with March and April, 1952. 


The banks may, I think, fairly claim that 
in the matter of their advances to their 
customers the contraction of credit has pro- 
ceeded in an orderly and satisfactory manner, 
and this is primarily because the borrowers 
have not needed or wished to borrow so 
much money. The banks may also draw 
attention to the fact that, in this case, there 
has been no reversal of this process in the 
second half of the year. The quality of our 
advances is well maintained, in spite of the 
more difficult conditions being experienced 
by many of our customers. 


INVESTMENTS 


Our investments at £459 million show an 
increase of £44 million, which is due entirely 
to our participation in the short-term fund- 
ing operation which took place in October 
last. I referred a year ago to the heavy fall 
which had then taken place in the market 
price of our investments in British Govern- 
ment securities, and to the consequent 
pressure on our internal reserves, which was 
for the time being severe, even though we 
were able to estimate with certainty that the 
provision would al’ be secovered, on the 
assumption that we held the securities until 
their various fixed redemption dates. 


In the first half of the past year, when the 
efficacy of the remedies introduced by the 
new Government had yet to be proved, 
market prices continued to be very volatile, 
and at June 30th last another gap had 
appeared between these prices and our book 
values. After giving careful consideration to 
this situation, and having regard especially 
to their confident expectation that in the 
ordinary course of business not only the 
amount represented by this fall but most if 
not all of the sums previously set aside would 
be recovered, your directors decided that 
there should be no further depletion of the 
contingency account, nor any transfer from 
reserve fund to cover. the difference then 
existing. These investments were therefore 
entered in the published statement 


accounts as at June 30th at their book value, 
which was very substantially below both cost 
and eventual redemption value, and the 
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amount of the market price was set out in a 
footnote. 


Since June 30th there has been a distinct 
recovery in market prices and at the end of 
the year there was once again a net surplus 
above our book price. Having however 
adopted a new method of presentation we 
propose to adhere to it, and stockholders will 
therefore find the investments in British 
Government securities included at a figure 
which is under cost and below: redemption 
value, to which in view of the recent change 
we have added a note to the effect that the 
market price exceeds the balance sheet valua- 
tion. 


RESERVE FUND STRENGTHENED 


I will now turn to the profit and loss 
account. It will be readily understood that 
higher rates of interest, although they operate 
on both sides of the account, tend to provide 
us with rather wider margins of gross profit, 
but not to the extent that some people appear 
to suppose. Although the higher gross profit 
may not be maintained if credit is further 
contracted by a reduction in Government ex- 
penditure, as it undoubtedly should be in the 
national interest, it has enabled us on this 
occasion to earn a higher net profit, after 
providing once again for a substantial in- 
crease in our operating costs. 


We are thus able to set aside the same 
amount as last year—namely, £1 million— 
which on this occasion we have credited to 
réserve fund, and to recommend dividends on 
our various stocks at the same rates as before. 
We have also found it possible to transfer a 
further {1 million to reserve fund from 
contingency account, with the result that that 
fund now stands at a figure almost equal to 
our issued capital. 


EFFECTIVE MONETARY POLICY 


I have already referred to the return to 
orthodox monetary policy in so far as it has 
affected our own figures. Let me now 
examine its effects in a wider aspect. When 
the old policy was reintroduced we were told 
that it was intended to supplement and 
strengthen other measures designed to com- 
bat the inflation in our economy. In fact 
the monetary policy seems to have been much 
more effective in itself than many anticipated, 
especially after the bank rate was increased 
to 4 per cent, and the other policies which 
it was supposed to supplement have not been 
very easy to discover. Indeed, the monetary 
policy was for a time obliged to work against 
the renewed inflationary tendency which was 
a very disappointing feature of Government 
finance in the summer and autumn last year. 
Even so, the general results have been most 
satisfactory. Some optimists may have hoped 
that the new era would be ushered in by a 
holocaust of controls and controllers, with a 
few shovelsful of snoopers to make the flames 
burn more fiercely. 


It is not quite as easy as that to reduce 
Government expenditure, but it is neverthe- 
less possible to discover the beginnings of a 
few useful bonfires, from which thin columns 
of ascending smoke can be discerned, 
betokening, let us hope, consuming fires 
within 


A STRIKING COINCIDENCE 


And in spite of «he objection raised by 
certain critics that dearer money penalises 
good_and bad alike, so far as bank advances 
are concerned it is in fact those which are by 
definition the least desirable in the national 
interest which have been checked, while 
there has been an increase in the ratio, and 
in some cases in the total, of the advances 
of the most desirable type. Those who put 
their trust in physical controls will perhaps 
take note of this striking coincidence. 


Since the end of the war there have been 
issued by the Treasury a succession 
memoranda to guide the banks and others as 
to the type of advances which they should 
favour or disfavour as the case may be. These 
memoranda have all said substantially the 
same thing, with certain minor variations or 
differences of emphasis, and the banks have 
done their best to carry out the injunctions 
of successive Chancellors, but nevertheless 
the inflation of credit through bank advances 
continued until the old-fashioned remedy 
of the interest rate was applied, when 
the tendency was quickly reversed. Thus, 
although it is only fair to add that the fall in 
raw material prices in world markets helped 
the monetary policy to do its work, the old 


orthodoxy has been vindicated and the 
heterodox planners have been shown, if 
they have not seen, the error of their 
ways, 


FALL IN RETAIL PRICES 


Not only have bank advances been reduced, 
but some retail prices have begun to fall. 
Even if this is not solely due to our internal 
policies, it is certainly true that, having 
observed that the direction of the wind has 
changed, the public no longer take every 
opportunity which is offered to them of 
exchanging money into goods. With the 
possible exception of tea, the fall has not 
yet begun to affect the prime necessities of 
life which the housewife is obliged to buy 
week by week. But when it comes to other 
household goods and clothing she finds that 
the effect is already quite marked, 


Two years ago she might have said to her 
husband, “That carpet is getting rather 
worn. It would last a year or two longer, 
but if we wait we shall probably have to 
pay more for a new one. I think we had 
better get it now.” Lately she has been 
saying, “That carpet is really a disgrace. 
We shall have to get a new one soon, but 
we will turn the old one round and wait a 
little while longer before we buy another.” 
That is the difference between a sellers’ and 
a buyers’ market, and although one does not 
want a “ buyers’ strike” there is no doubt 
which is the more desirable attitude of mind 
in the public interest. The latter promotes 
saving and the accumulation of capital; the 
former promotes spending and the dissipa- 
tion of savings. Even the manufacturer of 
carpets is not really benefited by living in 
an unreal cloud-cuckoo-land. In the lon 
run it is much more salutary that he shou 
have to work for his living in a real, com- 
petitive world. 


POSSIBLITY OF DEFLATION 


Lest I be misunderstood, let me hasten to 
add that the orthodox doctrine permits and, 
indeed, demands the imposition of cheap 
money when conditions require it. When 
inflation has been really defeated it may be 
that an excessively deflationary tendency may 
appear, and then cheap money, accompanied 
possibly by deficit financing, would be the 
proper remedy for so long as might be neces- 
sary, provided that we never ignore the wise 
injunction, laid down in the White Paper on 
Employment Policy of 1944, that the. Budget 
should be balanced taking good and bad years 
together. Unfortunately the political tempta- 
tion to start too soon and to go on too long 
is almost irresistible. Dear and cheap money 
are, of course, relative terms. Traditionally 
the normal range of the bank rate in gold 
standard days, when it .was related to mone- 
tary conditions abroad, rose to 5 per cent. 
Now, however, we are concerned solely with 
the effect of the bank rate on the situation at 
home ; and when we see that in modern con- 
ditions the normal internal effects of dear 
money are being secured without the neces- 
sity of increasing the rate beyond 4 per cent, 
we may ask ourselves whether in these days 
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rate is not 4 cent, instead 
We may ask the question, bur . 
provide the answer. 


THE COUNTRY AND THE iS Divinuy, | 


The various measures acopted bap 
chécked mest satisfactorily th. leterioratig 
of our external finances, but ©) 5 could a 
have happened unless the .doption @ 
orthodox monetary policy hai checked ; 
ternal inflation. In conside: i county 
balance of payments abroad, principl 
applied by the individual to his own finanoy 
must be taken into account. contradig. 
tinction to the principles under|ying publig 
finance at home, where, br. speaking ” 
the Government first decid 1OW call 
it would like to spend and ‘hen decidg 
who shall have the honour ©: finding ty 
money. 

In the case of the individ f expendi 
ture exceeds income, either the income my 
be increased or the ‘expenditure must by 
reduced. The former is much the moe 
pleasant remedy, but it is not usually withig 
the control of the individual and, therefor 
he has to adopt the less pleasant alternative 
of reducing his expenses and his standagd 
of living. Translating this into terms of te 
country’s foreign trade, it means that we har 
been obliged to reduce our visible and ip 
visible imports until we have gor them dow 
to the figure which is covered by our expony, 
both visible and invisible, in spite of the fag 
that this means reducing our standard ¢ 


living. As a short-term expedient this wa 
the only possible remedy, but an increase ig 
austerity cannot be regarded as an advan 
towards our ultimate objective, which is in 
the opposite direction. 


EQUILIBRIUM APPROACHED 


However, having during the last few 
months approached by great effort a condi 
tion of equilibrium, we are now in a position 
to take a longer view : to consider what at 
the prospects of a gradual increase of exports 
which, after allowing for the rebuilding d 
our reserves of gold and dollars, would 
justify a gradual relaxation of restriction 
on imports. 


In the process we are discovering one 
again how much longer it takes to cleat w 
a mess than it took to make it , how fatally 
easy it is for governments, as for individuals 
to slide downhill by commitunyg no wont 
crime than spending money on objects @ 
themselves harmless or even des rable, with 
out considering where the money (to pay Ia 
them is to be found, and whether the taking 
of it may not do harm much greater than tht 
harm which it is intended to « Those 
of us who have retained a few !:agmeats 
our classical education will remember thi 


Virgil had something to say bout . 
difference between an uphill ani 4 downht 
journey : 
.... facilis descensus Averno e 
noctes atque dies patet atri | inua re 
i¢ eva 


sed revocare gradum superas. 
ad auras, 
hoc opus, hic labor est... . 


GROWTH OF COMPETITION 


Increasing our exports involves our ‘ 
ducing more goods which th: ae 
5 willing & 


wishes to buy at prices which he 


pay. This is in any case a difficult prope 
tion when the world is no longer '" ‘* a 
market, and the prospect is not 
brighter by the likelihood, indeed the 
certainty, of increa compet itio 
Germany and Japan, who arc a 
, Bs! 


different reasons soon to be form: 
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fitors in many Of our a 

many ause she Works so har 
— bec she works so cheaply. 

This added competition. was bound to arise 

so lapse of time when the war 
one we and the United States have 
S aeae -rated the recovery of our two 
1 er enemes for the good reason that we 
ong : assistance in containing and, - 
# necessary. provi ng a defence against a 
oy pot cnemy, with whom we should 
have bee ntent to remain on terms of 
triendshil e had not by his persistently 
unfriendly yas made it clear that that was 
ympossidic 

If the of a third general war has 
receded i ent months it 1s firstly because 
it is now evident that there is no hope of 
dnving 4 ize between America and our- 
selves, at rate while the enemy is at the 
gates, an at this time America would 
certainly with us from the start; and 
secondly because, im Company with our allies 
in the Ne Auantic Treaty Organisation, 
we have taken the hard decision to impose 
g huge bur of rearmament on our people, 
who were already over-taxed to finance the 
rapid extension of the welfare state. We soon 
discovered that this double burden was too 
great for us to bear, but it was strange to 
hear supposedly responsible people say that 
in no case must the expenditure on welfare 
suffer the smallest abatement. It would have 
seemed to be more sensible to make sure of 
remaining alive before thinking about the 
refinements of living. 


CHANGES IN COUNTRY’S POSITION 





perhaps best be understood if we compare 
the position of this country in the present 
decade with its position in the last decade 
of the last century. At that time we had 


built up a predominant position in world. 


trade, and we were therefore also the world’s 
ceditor. Our population was nearly 40 
million, having increased from. 10 million at 
the beginning of the century. We were able 
to buy abroad freely, we were working under 
a system of free trade which is, or used to be, 
regarded as the natural policy of a creditor 
nation; and the general standard of living, 
while it was not high according to present- 
day ideas, was, nevertheless, high in relation 


© other nations of the world at the time. 
Taxation was insignificant and wealth was 
accumulating rapidly in the hands of ever- 
idening numbers of our people. A large 
ft savings was employed in invest- 
ment overscas, which is the traditional and 
proper function of a creditors nation, and all 
ie lime we were spending more and more 
om imported goods, thus improving the 
oe of living of our rapidly increasing 
pepulahion 
It is much more pleasant to be a creditor 
Han a debtor, but the creditor country must 
T forget that every pound of its external 
ssets has ounterpart in a pound of debt 
bwed by some other country, and that that 
untry h ) means of paying that debt 
bnless the creditor either’ buys its~goods or 
mvests Money in the development of its latent 
Sets. Such investment will in the short 
tend to correct the disequilibrium, and 
the long run should enable the debtor 
unity more easily to meet its obligations in 
ire years 
i VENTS SINCE 1914 
i cur happy position and our 
the 


1c end of the nineteenth century 
» UP to ‘he outbreak of war in 1914. What 
. happened since then is well known. We 

'wice spent our blood and our accumu- 
Ned foreign assets in fighting unavoidable 


wars; the United States of America has 

ap increasingly powerful competitor; 
and other countries to whom we used to sell 
manufactured goods have become more and 


more disposed to rely on their own growing 
industrial capacity. 


Meanwhile, largely owing’ to the rapid 
advance of medical science, our population 
has increased to about 50 million ; and, while 
we all rejoice in the fact that so many lives 
are now saved which would otherwise have 
been lost, this has aggravated the problem 
from a purely economic point of view. Let 
us remember that our population per square 
mile is greater than that of India or China. 
It is ten times greater than that of the United 
States. Indeed, if that country had as great 
a density as Great Britain, it would contain 
almost as many people as there are now in 
the whole world. It is difficult enough to 
deal with an inflated economy: it is even 


more difficult to deal with an inflated popula- 
tion. 


INTERNATIONAL PROBLEMS 


- Another complicating factor is the increas- 
ing desire throughout the world for political 
independence, which received a great 
stimulus in the rearrangements which were 
made in the map of Europe after the war of 
1914-18, and is, in any case, a natural and 
perhaps inevitable ambition of any nation 
which is beginning to feel its feet. I say 
that this is a complicating factor because 
from an economic standpoint closer and 
closer union is essential to the general pros- 
perity of the world ; but economic union is 
very difficult to achieve without political 
union. 


When goods pass’ between San Francisco 
arid New York, no question of creditor and 
debtor arises, except between the individual 
buyer and seller. But when goods pass 
between New York and London, which are 
not much farther apart geographically, a very 
acute question arises affecting the inter- 
national balance of payments. Ingenious 
attempts have been made in recent years to 
link together the currencies of nations which 
have ho political link. Schemes of this kind 
are almost bound to break down when they 
come to the point of infringing the national 
sovereignty of one of the parties, which, by 
their very nature, they are sure to do sooner 
or later. 


THE PRESENT DILEMMA 


Events since 1945 have, I think, proved that 
there is no permanent solution to be found 
on those lines, and as we stand at present we 
are faced with the dilemma that economic 
necessity and political ambitions are pulling 
in opposite directions. _It is a sobering 
thought that this problem causes difficulty 
only on our side of the iron curtain. The 
Kremlin has abolished it by sweeping away 
political and every other independence. But 
we have been brought up to set a high value 
on independence of every kind. 


Each ‘of us has been brought up, except 
perhaps for a handful of Little Englanders, 
to set a high value on his status as an 
Englishman or a Scotsman, a Canadian or 
an Australian, an Indian or a Pakistani, all 
members of that greater Unity, the British 
Commonwealth of Nations; and we recog- 
nise, some of us perhaps after a momentary 
hesitation, that Frenchmen and Germans 
and even Russiams and Chinese have every 
right to think in the same way about them- 
selves and their countries. Economic pros- 
perity seems to demand a union which is 
repugnant to the political or national pre- 
judices of the peoples concerned. If, as I 
believe, these two conflicting principles are 
irreconcilable, is there any way of avoiding 
the dilemma ? 


247 
AMERICA’S STRENGTH 


The industrial and financial strength of 
America today is such that, almost inevitably, 
the debtor nations of the world look to her 
for a lead in solving their problems. This 
1% not to say that they look for more 
Marshall Aid in the same or any other form, 
much as they appreciate the enormous gen- 
erosity of America in providing this and 
other help to the world to heal its wounds 
after the war. I think that all will agree 
that the time has now come for the assistance 
of America and others to be given on busi- 
ness terms, if it is given at all. With all 
the deference which in these days is held 
to be due from age to youth, between nations 
as between individuals, I venture to suggest 
that the answer to Europe’s problems may, 
perhaps, be discovered in the description 
which I have given of the situation in 
which England found herself in the latter 


part of the last century, and of her 
reaction to if 


America-today occupies the same position, 
although on a larger scale, as that which we 
occupied then. She appears at times to be 
unwilling to buy goods freely abroad, because 
she can produce so many of her requirements 
at home, but although her standard of living 
is already the highest in the world there 
seems to be no reason why she should not 
make it higher still, and there should be 
room in her vast home market for the rela- 
tively small quantity of goods which the 
countries of Western Europe would have to 
sell for dollars in order to earn what they 
need. It is encouraging to find, in many 
influential quarters of the United States, that 
Mr Butler's apposite phrase, “trade, not 
aid,” with all its implications for American 
trade policy, has found approval. If this 
leads to the simplification of customs pro- 
cedures or the lowering of tariffs, that will 
help Great Britain to help herself. But it 
seems of almost equal importance that the 
British exporter should be made confident 
that, once he has broken into the American 
market, he will not be frustrated by increased 
tariff protection at those very points. 


RESPONSIBILITIES OF CREDITOR NATIONS 


Moreover, the United States and other 
creditor nations could, if they had the neces- 
sary confidence, invest large sums in the 
development of the backward areas of the 
world, a proportion of which lie in the 
sterling area. Here, naturally, the primary 
responsibility for financing development rests 
upon this country. In the years since the 
war, in spite of the great difficulties with 
which we have had to contend, we have in- 
vested large sums in the dominions and 
colonies, and we have no intention of 
abdicating our responsibilities in _ this 
respect. 


The recent announcement, at the end of 
the Commonwealth Conference, that a new 
company is to be formed under the auspices 
of private enterprise, to finance development 
in the Commonwealth, is of the greatest in- 
terest for this purpose, and the project 
deserves the widest support. Its counterpart 
already exists for the colonial empire in the 
form of the Colonial Development Corpora- 
tion, with the important difference that the 
latter, about whose career to date the best 
that can be said is that it has been chequered, 
is entirely owned and controlled by the 
Government. 


We in the Barclays group of banks can say 
with some pride that we made our own small 
contribution to the solution of this particular 
problem ‘when in 1946 Psu formed peer | 
Overseas Development poration, Limit 
which has just paid its maiden dividend. But 
when we in this country have put out our 
best effort much will still remain to be done, 
and it is to be hoped that in this new com- 
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pany we may be providing the financial 
machinery whereby investors in the United 
States, and in other creditor countries, may 
be enabled to take an interest in the expan- 
sion of these territories, which still have so 
much to offer as a reward to an enterprising 
pioneer. That in itself would go a long way 
towards solving the immediate dollar 
problem. 


NEED FOR CONFIDENCE 


The question of confidence is however a 
stumbling block at the moment. A genuine 
investor regards his investment as a perma- 
nency, and is not always thinking about 
getting his money back. But no one will 
readily invest money in another country 
unless he feels reasonably certain that he 
could eventually get it back if he wanted it, 
and recent experience in this respect is not 
very encouraging to the prospective investor. 
Much has been written lately about the need 
for us to make sterling convertible, and this 
must indeed be regarded as an urgent neces- 
sity, even if there is some confusion of 
thought as to what exactly the phrase implies. 
But it cannot be undertaken with any hope 
of lasting success until we have achieved a 
firm -equilibrium on current account, and it 
involves first and foremost the finding of 
some means of dealing with the problem of 
the existing sterling balances. 

Our liabilities under this heading are now 
running at- nearly £4,000 million, if we in- 
clude the whole of. the sterling area, the 
relics of the debts created during the war 
and the outstanding balances of current trade 
being inextricably intermixed, so far at least 
as any information available to the public is 
concerned. When the attempt is made it 
must not break down as it did in 1947, when 
we made our task far more difficult by under- 
taking to maintain a stable rate of exchange 
with the dollar, and it seems to me that it 
can succeed in the long run only if the 
creditor nations make it possible in the way 
which I have described. 


FINANCE FOR INDUSTRIAL DEVELOPMENT 


In speaking of the need for foreign invest- 
ment by the creditors I am not thinking of 
inter-Governmental loans, but of the finance 
of industrial development by private enter- 
prise. If past experience is any guide, the 
money for that purpose must be provided in 
the main in the form of risk capital: the 
investor must be prepared to go without 
dividends for five or ten years, and some of 
the money invested will be lost, but on 
balance the investing public will make 
money, thus benefiting themselves while they 
benefit the countries in which the investment 
has been made. Even when the external 
problems of the sterling area are cured, there 
will still remain a problem between England 
and the other members of the British Com- 
monwealth, manifesting itself in the sterling 
balances, to which I have already referred. 
These countries also are conscious of their 
growing powers, but they have been most 
helpful in their . understanding of our 
problems in peace as in war, and I refuse 
to doubt that this help will be as readily 
forthcoming in the future as it has been in 
the past. 


I realise that a debtor is apt to be mis- 
understood if he tries to tell his creditor 
where his duty or his interest lies, and it 
goes without saying that the debtor must not 
imagine that he can sit back and take his 
ease while his creditor gets him out of his 
difficulties. But it seems to me that, unless 
some solution such as I have described is 
found within the next few years, economic 
factors, in fact the threat of starvation, will 
eventually compel the various nations to give 
up their national prejudices. Everyone will 
find this difficult, and no one more so than 
an Englishman. 
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ANSELLS BREWERY LIMITED 


SUCCESSFUL YEAR’S TRADING 


The adjourned annual general meeting of 
Ansells Brewery Limited was held on 
January 20th at Birmingham. 


Mr A. E. Wiley (chairman and managing 
director), in the course of his speech, said ; 
It“ is gratifying to be able to submit a 
report and accounts which show a year of 
successful trading in spite of a continuance 
of difficulties and rising costs. The trading 
profit of the group amounts to £1,762,999, 
which is an increase over the previous year 
of £171,166. This increase is a result of 
the extension of your company’s operations, 
and the continued popularity of the com- 
pany’s products. The charge for deprecia- 
tion is £21,749 more than that of last year, 
whilst the additional charge for taxation is 
£64,558. 


EXCESSIVE AND PENAL TAXATION 


The total charge for taxation is £875,088, 
which is almost half that of the trading 
profits. It is long overdue that industry 
should receive some consideration from the 
Chancellor of the Exchequer concerning this 
excessive and penal taxation. I am sure it 
is not fully recognised that this excessive 
taxation of companys’ profits is exhausting 
the capital resources of industry. Each year 
it becomes more difficult to maintain plant 
and machinery in the state of efficiency, and 
for the re-equipment and modernisation of 
the company’s properties, which is necessary 
to give the public the comfort to which they 
are entitled and maintain our finances in a 
healthy condition. 


The net profit for the year is £524,902, 
being an increase of £71,371 over last year, 
which, together with the balance brought 
forward, gives a distributable balance of 
£810,166, which your directors suggest 
should be appropriated as detailed in the 
report, leaving a balance of £288,448 to be 
carried forward. 


LICENSING PLANNING 


With other members of the Birmingham 
and Midland Counties Wholesale Brewers’ 
Association, your company has continued to 
co-operate with licensing planning commit- 
tees, local authorities and licensing justices 
in the work of licensing planning. These 
negotiations are of the utmost importance 
to the company’s future, particularly in view 
of the progress now being made by many 
local authorities in their development and 
re-development schemes. 


During the year under review, develop- 
ment plans under the Town and Country 
Planning Act, 1947, have been prepared and 
submitted to the Minister by most county 
and county borough councils. These plans 
show the development proposed by each 
local planning authority for its area*during 
the next twenty years, together with the 
uses of land which the authority proposes 
to permit in different parts of its area during 
that period. These proposals have, there- 
fore, had to be examined in detail in every 
case to see that your company’s property is 
not unfairly affected, and where this has 
been found to be the case, representation to 
the Minister of Housing an@ al Govern- 
ment has been made. 


A LEICESTER ACQUISITION 
I reported at the last annual meeting that 


your company had taken over control of 
Messrs Lloyds (Newport) Limited, and you 


will, I am sure, be gratified + 
the company has further i; 
opePations by the acquisition of the’ who. 
of the share capital of The Leicester Brey, 
ing and Malting Company, Limited. | a 
say that this was only done after the on 
careful consideration by your board, whe 
decided it was an opportunity not to } 
missed, as it meant a very substantial holding 
in the thriving town of Leicester, Ths 
supply of Ansells beer to the Leicester 
houses, unfortunately, did not commence 
until October, 1952 ; therefore, this acquis 
tion has no bearing on the company’s profig 
now under review. ; 


j 
Carn that 
reased jy 


As I have already mentioned, it 
becoming increasingly difficult to keep oy 
houses up to our usual standard, and in view 


of the heavy expenditure with which w. 
shall be faced in the near future, in building 
new houses on new estates, your company 


deemed it advisable to apply to the Capita 
Issues Committee for permission to issue 
new debenture. Sanction has been obtained, 
and we propose to increase our loan capital 
by £1,100,000. This will be used to redeem 
our present 5 per cent Second Debenture 
stock amounting to £270,000, and to liquidate 
the bank overdraft which was necessary for 
the purchase of Lloyds (Newport) Limited, 
leaving a balance of surplus cash for expa- 
sion. 


MR WALTER SCOTT’S REMARKS 


Mr Walter Scott, JP (deputy chairman 
and managing director), in the course of his 
speech, said: 


In a plant such as the brewery at Aston, 
which has been kept busy night and day 
through two wars, and therefore has had 
little opportunity without interferring with 
production of making overhauls or renewals 
of plant, there comes a time when drastic 
steps must be taken if continuity of the busi- 
ness has to be assured, but we have con- 
centrated upon getting a new power plant, 
which is nearly completed. At present we 
have to be content with patching up our old 
plant as it gives out. 


In addition to the power house, we have 
been successful in obtaining permits extend- 
ing over a period of years, for the erettion of 
an additional Hot Wing and Fermentatioa 
block, and as materials become available 
these are slowly taking shape. We have not 
yet, however, got permission to start exit 
sions to our bottling stores, the need tot 
which is getting very acute with the growing 
popularity of bottled beers. 


We have been facing a very expensivé 
period in renewing and extending our plant 
and we have very heavy commitments {ot 
the future. The struggle which we havs 
along with industry generally, is to ty © 
accumulate sufficient cash to keep the bus 
ness in an adequate state of efficiency, and at 
the same time satisfy the demands of tax 
tion, which in our case amounted to approx 
mately £9} million pounds in Beer Duty 4 
other taxes last year. 





Unless there is some reduction in the bet 
duty, our efforts in trying to make our pm 
ducts acceptable at prices our customers = 
capable of paying, will continue ‘o dims 
and will rob them of a luxury they value® 
these difficult times and resent if they cann® 
get it. 


The report was adopted and 4 - 
dividend of 12 per cent on the orn 
stock, making 17 per cent for the yea" 
approved: 
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MIDLAND BANK LIMITED 


ASSESSMENT OF BRITAIN’S ECONOMIC PROGRESS 


GREATER FLOW OF NEW INDUSTRIAL CAPITAL URGENTLY REQUIRED 


LOkD HARLECH ON SOURCE OF UNDERLYING STRAIN IN NATIONAL ECONOMY 


The one ired and seventeenth annual 
al on of Midland Bank Limited 
ne! February 17th at the Head 
Poultry, London, B.C. 

The follov ; an extract from the state- 
sat by th iirman, the Rt. Hon. Lord 
1 ’ Cc, GCMG, on the report of 
lance sheet for the year to 


57 - 


s taker n the bank to ensure the 
nan effective methods of staff 
yitment ning and selection for pro- 
tion, Al ferring to the financial posi- 
bn of the he statement continues: 


The stat t begins with an account of 
P 


VALUATION OF INVESTMENTS 


One iten ng the assets calls for more 
ended comment. Investments, consisting 
ment or British Govern- 
arat securities, stand in the 
lance sheet at £447 million, the increase 
tthe year being due to our taking up a 
sre of the additional issue of Serial Fund- 

<in October last. It will be observed 
valuation is different from 





Bt used ov many years until 1951, and 
sta note is inserted to indicate the relation- 
p between book value and market value at 

date of the balance sheet. For many 
brs previo investments had been 
tered at figures never exceeding the market 
uation, and it is important that the reasons 

the change of accounting practice, which 
s first made in our half-yearly statement 


June 30th last, should be clearly under- 
dod, 

or well over five years to the middle of 
S2 the trend of stock exchange prices of 
ih Government securities had been 
woward. It is a striking fact, by way 
illustration, that whereas over the five and 
palf years to the middle of 1952 the nominal 
hount of British Government securities 


sted on the Stock Exchange increased by 


pe than 26 per cent, the aggregate market 
ue thereof, on the basis of recorded prices, 
ally declined by about 2 per cent, Put 
another way, while the total volume of 


nies grew by more than £3,400 million, 


aggregate market value diminished by 
ily £300 million. Among the reasons 
piriouung to this long-term movement 
some which have an important bearing 
mn bank policy in respect of the com- 
ton and valuation of their holdings. In 
tary stages the decline represented a 
a# recession irom a level which had been 
mined on wave that gathered its 
mentum [rom official operations. There- 
ra number of mew factors can be 
mtified, 
: one thing, industrial undertakings 
: had p ploughed-back profits into 
‘mment securities for the time being 
hg ange their holdings as it became 
es _ tem to devote money to the 
- or wo'ch it had been reserved, par- 
pn for revuilding and replacement of 
: machinery. Kor similar purposes, 
» Public authorities and — industrial 


pertakings came to make large demands on 
Gpital market for new moncy. As the 
went by, moreover, and goods became 


ttadily available in the shops, private 


citizens began to draw upon their savings— 
directly and indirectly invested in Govern- 
ment securities—to replenish their wardrobes 
and improve their homes. This -process, 
coupled with very high taxation and rising 
prices, has latterly led to a position in which 
personal savings are no longer adequate for 
setting up a continuous demand for Govern- 
ment securities. These two influences on the 
flow of saving have clearly not been wholly 
offset by the increasing resort to individual 
life assurance and group pension schemes—— 
additional private savings which have put 
props under the price level of Government 
and other securities. Further, the National 
Insurance Fund provided for several years a 
large surplus of current incomings over out- 
goings which had to be invested in Govern- 
ment securities. But the surplus thus 
Currently arising was severely curtailed by 
budgetary action in 1951 and must be further 
diminished with a slightly higher level of 
unemployment and the rapidly growing 
commitments for “retirement pensions. 
Latterly, too, even the “forced saving” 
engendered by an overall Budget surplus has 
ceased. Thus for some years past there has 
been what may be called a buyers’ market 
in Government securities—a state of affairs 
in which securities coming on the market in 
the ordinary course, for example, by realisa- 
tion to pay heavy death duties, together with 
a stream of large new issues for the develop- 
ment of public undertakings, have had an 
unduly depressing effect through the neces- 
sity of attracting a reluctant or hesitant 
buyer. With all these and other factors work- 
ing adversely to the maintenance of market 
values for gilt-edged investments, the two 
rises in bank rate, in November, 1951, and 
March, 1952, accentuated the downward 
trend. 


In these circumstances the principle 
became more and more clearly emphasised 
that a bank should not be content merely 
to have its portfolio composed wholly of 
stocks with a definite final date of redemp- 
tion, but that it should concentrate its hold- 
ing more and more upon short-dated securi- 
ties, which by their very nature are less 
susceptible to wide fluctuations of market 
value than are the long-dated or “ irredeem- 
able” stocks. Analysis of our own holding 
shows the high standard of protection 
achieved through observance of these prin- 
ciples. Thus as much as one-third of the 
total is4nade up of the Serial Funding stocks 
which mature this year and next and account 
for practically the whole increase in our 
investments in recent years. Altogether, 
nearly one-half of our holding of gilt-edged 
securities finally matures within the next five 
years, and nearly four-fifths within ten years 
from the end of 1952. ‘As mentioned a year 
ago, we hold no securities lacking a fixed final 
date of redemption. 


NEW METHOD ADOPTED 


The.course of events and the factors under- 
lying it led also to reconsideration by the 
bank of the method of valuation of securities 
for balance sheet purposes; but another 
development threw into clear relief the 
unsuitability, for modern times, of the former 
practice. The records show that in recent 


postwar years the gilt-edged market has 
proved to be more érratit, more irrational in 
the short-term variations of supply and 
demand, and more incalculable in its price 
fluctuations than it formerly was. Further, 
the return to conditions in which the fact or 
the possibility of fluctuations in bank rate 
had to be reckoned with increased the hazards 
to which any substantial hoker of gilt-edged 
investments is subjected—hazards which, 
however, are largely irrelevant to the position 
of a holder until maturity. -We cannot be 
sure that this uncertainty of the market is a 
passing phase ; it is traceable largely to factors 
already mentioned, but experts attribute it 
in part also—to quote one authoritative state- 
ment—to a “new sensitivity in private 
investors,” whose relatively small but irregu- 
lar operations, now one way and now another, 
have an effect on prices grossly dispropor- 
tionate to their size. The inability of the 
free market to smooth out these fluctuations, 
as was its natural function in times past, 
results in part from the vast expansion of 
the total value of Government debt, and also 
from the diminished power of jobbers, with 
capital resources depleted by severe taxation, 
to absorb stock on a falling market with the 
expectation of releasing it on any upward 
turn. All these elements in a situation of 
marked fluidity showed the absurdity of 
attaching to a British Government security, 
held by a bank and having a date of maturity 
quite near at hand or only a few years ahead, 
a value for accounting purposes fixed by the 
accident of the ebb and flow of Stock 
Exchange business on a particular day, twice 
a year—a value determined largely by factors 
almost entirely unrelated to the re@l value of 
the security in the portfolio of a bank. 


It is difficult to see what practical purpose 
is to be served nowadays by the process of 
writing down, which had been followed for 
many years by tradition and established 
accounting practice. The practice had ne 
particular harm in it under former conditions, 
but had become unsettling and therefore 
something worse than purposeless under the 
conditions now prevailing. More particu- 
larly, it came to entail heavy drafts, to cover 
nominal losses, on internal reserves which 
ought to be held available. to meet, in case 
of need, far more real contingencies, 


It was with all these considerations in mind 
that we decided, in common with other banks, 
to find a method of. valuation for balance 
sheet purposes which, while strictly in accord 
with the spirit and the letter of the law, 
would avoid the disadvantages of the old 
system and be better suited to modern con- 
ditions. The method adopted has the result 
of giving the public, in fact, more informa- 
tion than before, for when—as at June 30th 
last—the total value at which the invest- 


_Ments stand in our books is above the total 


computed at market prices on the stated date 
both the figures are plainly shown. As already 
explained, the difference between the two 
totals has little or no significance for the bank 
as a healthy, going. concern, and, by reason 
of past writing down, the book value of the 
securities is well below the redemption value. 
Nevertheless, it is thought right thus to reveal 
the existence, and the amount, of even 
nominal “depreciation.” If, on the other 
hand as at the end of 1952, the market value 
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should be above book value, then the fact will 
be stated. 


CLEAN BREAK FROM OLD SYSTEM 


I have thought it proper to set forth this 
full explanation of the change in practice, 
to which only one thing need be added. Un- 
like some of the banks which adopted the 
new basis of valuation of investments last 
June, we felt it to be a logical extension of 
the step to refrain from making any alloca- 
tion, either from reserves or from current 
profits, to writing down their book values. It 
seemed to us that a clean break should be 
made with the old .system, and that it was 
more important to fortify our inner reserves 
against real contingencies than to minimise 
the difference shown between market and 
book values on a particular date. As events 
turned out, the end of June happened to 
coincide with the lowest level of values 
recorded during the entire year, and the book 
value of our investments on June 30th was 
shown to be £13 million above their market 
value ; since then, however, the trend has 
been upward, so that in the past six months 
the difference between market and book value 
has been entirely wiped out, without, how- 
ever, altering by one penny the revenue 
derived from the investments or affecting in 
the slightest degree their redemption value. 
Recent developments have thus further 
underlined the objections in both principle 
and practice to valuation on a basis that is 
more accidental than real. 


BRITAIN’S ECONOMIC PROGRESS 


In dealing with the position of the bank 
I have referred to changes in domestic mone- 
tary conditions which have been brought 
about as part of the endeavour to remedy 
weaknesses in the national economic situa- 
tion. Symptoms of these weaknesses have 
been recurrent since the war, and a year ago 
it fell to my predecessor, when reviewing 
the course of events in 1951, to record “a 
disappointing setback,” traceable to “ con- 
tinuous overstrain of economic resources.” 
What was needed, in his view, was “ greater 
elasticity (and) a general slackening of ten- 
sion ., . ia the economic system as a whole.” 


Bearing in mind this interpretation of our 
difficulties, we may usefully inquire how far 
the weaknesses once again exposed in 1951 
have been overcome. The position now 
reached can perhaps best be assessed by 
bringing together the answers to four direct 
questions of fact on which information is 
readily available for all to see. My four 
questions are these: 


(1) Has the shrinkage of purchasing power 
of the pound, which has gone on more or 
less continuously since 1939, been arrested ? 


(2) Are the gation’s depleted monetary 
reserves being replenished, and is its stand- 
ing in international economic and _ financial 
relations being steadily reinforced ? 


(3) Are the people of this country pro- 
ducing more and consuming relatively less 
than they were before the “ crisis ” of- 1951 ? 


(4) Is Britain’s industrial system showing 
greater flexibility than hitherto ? 


No one can yet give an unqualified affirma- 
tive answer to the first-question. The pur- 
chasing power of the pound for imported 
goods—particularly raw materials—has in- 
creased over the year, chiefly owing to the 
reaction of prices from a previously inflated 
world demand; and the effects upon the 
position of this country are mixed, for while 
cheaper materials make for lower costs, they 
also reduce the buying power of important 
overseas markets. Lower raw material costs, 
moreover, have not been fully reflected in 
prices of finished good. Indeed, the purchas- 
ing power of the pound in the hands of the 
consumer has not, on the face of the figures, 


shown any improvement. The shrinkage over 
the past year, however, 1s largely the result 
of definite policy in the curtailment of the 
food subsidies. In general, it may be said 
that factors of more or less universal opera- 
tion have favoured an improvement in the 
purchasing power of the pound, but there is 
little sign so far that domestic factors, within 
our own power to shape and control, have 
worked in the same direction. On the con- 
trary, the course of wage rates suggests that 
there is still a danger of further cost inflation, 
while some aspects of our tax system—par- 
ticularly the excess profits levy—are dis- 
couraging to economy in both production and 
distribution. Against this factor must be 
recorded a shrinkage of ~profiits,in several 
categories of busi---- > * * —— 
within limits, ex« 
standards of effic 
effectiveness of 1 
as now expresse 
On the whole, it 
course of the po 
purchasing powe 
sively umder cont 
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stocks of some 
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but industrial pre 
somewhat lower 
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volume of consumption omgoodsandiser ‘ 
but it seems unlikely that the margin avail- 
able for other purposes—explicitly for re- 
armament and new capital construction—can 
have been enlarged, especially since the 
excess of imports over exports, visible and 
invisible, has been removed during the past 
year. 







Under the fourth heading, some progress 
has been made. Within the total working 
population a moderate shift has taken place 
towards industries of highest — national 
importance, particularly the metal trades and 
engineering, while the turnover of workers 
in those industries has declined, Stocks of 
many miaterials, moreover, are now at a 
higher level for an orderly movement of 
manufacture, and we hear less than in the 
past of checks imposed on production by 
delay in delivery of parts and components. 
Many of the physical controls over supplies 
of materials have, happily, been lifted, and 
altogether the impression is of th® more 


flexible system doing its job with rather less 
strain and irregularity. 


Nevertheless, there is still too much evi- 
dence remaining ‘of the condition to which 
attention has been called again and again 
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of capital into new development. 


The first of these tasks, calling for al 
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out means whereby currencies can wa 
guarded against further depreciation, W! 
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effective social provisions and the eros 
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fixed capital assets. The second, & 
associated, task is to find ways of ensuti 
sufficient flow of capital, from real sav 
to finance new economic de cloparn 
social improvement on a scale to mat ) 
needs of our age. The close relat 
between these two problems is cleat. 


mention just one of the more obvi0s ] 
nections, currency depreciation 1s 4 P 
deterrent to personal saving, which a 
mines the will and the@desire to 8° 
round the circle, a shortage of siviite 
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needed is a certain generator 0! inflatioe 
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adherence to fixed relations between the 
currency unit and gold. Although the results 
of their experiments have been only partially 
successful, the new responsibilities accepted 
by governments, more particularly for pro- 
tecting their peoples from unemployment, 
and the enlarged obstacles to speedy and 
flexible adjustment of national economies to 
external forces seem to make it improbable 
that monetary management can be entirely 
abandoned in the years immediately ahead. 
Those very conditions, moreover, which make 
total abandonment unlikely arise from lasting 
changes in ‘the political climate. I refer 
particularly to the insistence upon the 
assurance of a basic standard of living, which 
implies. widening soci) services and expanded 

with its corollary of 
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ning back to greater 
$ that has been wit- 
ars is evidence of an 
wed to discover the 
—emnnmewnneess uieasures affecting, on 
the one hand, the availability and, on the 
other, the cost of new capital without which 
no real advances in standards of living are 
possible. There is no single source of addi- 
tional capital to be tapped, and no single 
device which will suddenly call forth an 
expanded flow in the quantity and directions 
now required. For some purposes, fixed- 
interest-bearing loans may be suitable, but 
for many equity investment is vastly to be 
preferred. There may be times when higher 
interest charges and yield prospects are an 
appropriate means of stimulating the flow 
of saving and the better direction of invest- 
ment ; but this is not to say that flexibility 
of interest rates will always direct capital 
irito the most desirable projects. Then again, 
there may be occasions when some lifting of 
the burden of taxation is not only justified, 
but required, by the need te stimulate capital 
development in general or in some particular 
country or direction. At all events, one thing 
at least is clear. Any further improvement 
in standards of living for mankind is depen- 
dent on more and more efficient use of new 
capital both in ‘primary and _industrial 
production and a greater stability in the real 
value of the pound and of other countries 
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currencies. 
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APEX (TRINIDAD) 
OILFIELDS, LIMITED 


PAST YEAR’S PROGRESS 


The thirty-third annual ordinary general 
meeting of this company was held on 
January’ 21st in London, Mr Malcolm 
Maclachlan, chairman and joint managing 
director, presiding. 


The chairman, in submitting the accounts 
for the year ended September 30, 1952, said 
that net oil revenue, after provision for 
development and contingencies and depre- * 
ciation of fixed assets, amounted to 
£1,576,000. 


After providing £1,055,000 for taxation in 
Trinidad and the United Kingdom, the net 
profit for the year was £547,000. 


The directors recommended the payment 
of a final dividend of Is. 9d. free of income 
tax, making a total dividend for the year of 
2s. 3d., free of income tax. The unappro- 
priated profit to be carried forward would 
amount to £234,000. Capital and reserves 
now totalled £4,064,000, and current assets at 
£4,861,000 exceeded current liabilities and 
future taxation by {£2,797,000. 


The production for the year amounted to 
3,136,000 barrels of crude oil and 4,039,000 
gallons of casing head gasolene. During the 
year 68,557 feet had been drilled in con- 
tinuance of the programme to obtain pro- 
duction and to extend the tested areas of the 
property. 

The price the company received for its oil 
and casing head gasolene, which wes on a 
basis related to United States prices, showed 
some decline during the second half of the 
year, though this was partially offset by a 
slight rise in the dollar exchange. 

The report was adopted. 





AVON INDIA RUBBER 


TURNOVER WELL MAINTAINED 


The sixty-third ordinary general meeting 
of the Avon India Rubber Company Limiied 
was held, on January 22nd, in Melksham, 
Wilts, Major R. F. Fuller, DL (the chairman), 
presiding. 

The following are extracts from his circu- 
lated statement: 


The group profit for the year, after provid- 
ing for taxation of £130,547, amounted to 
£141,386, compared with £169,474 in the 
previous year. 

Our turnover in the past year, although 
well maintained, did not reach the level of 
the previous year. Uncertainty of prices in 
the raw material markets influenced an 
abstention from buying finished products, 
particularly in respect of tyres. About half 
way through the year the change from a 
sellers’ to a buyers’ market became very 
evident and we are now having to conduct 
our business in increasingly strong competi- 
tive conditions, the full consequences of 
which have not yet been felt. 


Further progress has been made wih cur 
factory at Bridgend and certain rearmament 
contracts will shortly be commenced, in addi- 
tion to production of those of our regular 
lines already in operation there. 


We have set up our own selling and distri- 
bution organisation in British East Africa and 
this has shown promising results. In conjunc- 
tion with certain local interests a company 
has been formed to provide a tyre remoulding 
service in East Africa. A company has been 
formed in Australia for distribution of, our 
products, and .we have also made arrange- 
ments in Sweden for the production of motor- 
cycle covers and tubes. 


The report was adopted. 
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should be above book value, then the fact will 
be stated. 


CLEAN BREAK FROM OLD SYSTEM 


I have thought it proper to set forth this 
full explanation of the change in practice, 
to which only one thing need be added. Un- 
like some of the banks which adopted the 
new basis of valuation of investments last 
June, we felt it to be a logical extension of 
the step to refrain from making any alloca- 
tion, either from reserves or from current 
profits, to writing down their book values. It 
seemed to us that a clean break should be 
made with the old ,system, and that it was 
more important to fortify our inner reserves 
against real contingencies than to minimise 
the difference shown between market and 
book values on a particular date. As events 
turned out, the end of June happened to 
coincide with the lowest level of values 
recorded during the entire year, and the book 
value of our investments on June 30th was 
shown to be £13 million above their market 
value ; since then, however, the trend has 
been upward, so that in the past six months 
the difference between market and book value 
has been entirely wiped out, without, how- 
ever, altering by one penny the revenue 
derived from the investments or affecting in 
the slightest degree their redemption value. 
Recent developments have thus further 
underlined the objections in both principle 
and practice to valuation on a basis that is 
more accidental than real. 


BRITAIN’S ECONOMIC PROGRESS 


. In dealing with the position of the bank 
{ have referred to changes in domestic mone- 
tary conditions which have been brought 
about as part of the endeavour to remedy 
weaknesses in the national economic situa- 
tion. Symptoms of these weaknesses have 
been recurrent since the war, and a year ago 
it fell to my predecessor, when, reviewing 
the course of events in 1951, to record “a 
disappointing setback,” traceable to “ con- 
tinuous overstrain of economic resources.” 
What was needed, in his view, was “ greater 
elasticity (and) a general slackening of ten- 
sion... ia the economic system as a whole.” 


Bearing in mind this interpretation of our 
difficulties, we may usefully inquire how far 
the weaknesses once again exposed in 1951 
have been overcome. rhe position now 
reached can perhaps best be assessed by 
bringing together the answers to four direct 
questions of fact on which information is 
readily available for all to see. My four 
questions are these: 


(1) Has the shrinkage of purchasing power 
of the pound, which has gone on more or 
less continuously since 1939, been arrested ? 


(2) Are the g@ation’s depleted monetary 
reserves being replenished, and is its stand- 
ing in international economic and financial 
relations being steadily reinforced ? 


(3) Are the people of this country. pro- 
ducing more and consuming relatively less 
than they were before the “ crisis ” of 1951 ? 


(4) Is Britain’s industrial system showing 
greater flexibility than hitherto ? 


No one can yet give an unqualified affirma- 
tive answer to the first-question. The pur- 
chasing power of the pound for imported 
goods—particularly raw materials—has in- 
creased over the year, chiefly owing to the 
reaction of prices from a previously inflated 
world demand; and the effects upon the 
position of this country are mixed, for. while 
cheaper materials make for lower costs, théy 
also reduce the buying power of important 
overseas markets. Lower raw material costs, 
moreover, have not been fully reflected in 
prices of finished good. Indeed, the purchas- 
ing power of the pound in the hands of the 
consumer has not, on the face of the figures, 


shown any improvement. The shrinkage over 
the past year, however, is largely the result 
of definite policy in the curtailment of the 
food subsidies. In general, it may be said 
that factors of more or less universal opera- 
tion have favoured an improvement: in the 
purchasing power of the pound, but there is 
little sign so far that domestic factors, within 
our own power to shape and control, have 
worked in the same direction, On the con- 
trary, the course of wage rates suggests that 
there is still a danger of further cost inflation, 
while some aspects of our tax system—par- 
ticularly the excess profits levy—are dis- 
couraging to economy in both production and 
distribution. Against this factor must be 
recorded a shrinkage of profits in several 
categories of business—a development which, 
within limits, exerts pressure towards higher 
standards of efficiency and may increase the 
effectiveness of the official monetary policy 
as now expressed in higher interest. rates. 
On the whole, it cannot yet be said that the 
course of the pound sterling, judged by its 
purchasing power, has been brought deci- 
sively under control. 


On the second question the figures speak 
for themselves. The drain on gold and dollar 
reserves appears to have been arrested, and 
stocks of some commodities have been 
replenished ; there has been a favourable 
turn in Britain’s relations with the European 
Payments Union ; the balance of payments 
for the first half of the year showed a small 
surplus on the current account; and the 
excess value of merchandise imports, as 
recorded, over exports has been diminishing. 
On the other hand, the restoration of reserves 
to a level adequate to the needs of a fully 
convertible pound sterling is still not in sight. 
The expansion of exports to dollar markets 
is lagging behind requirements, and in many 
markets exporters are meeting added difficul- 
ties, both by way of restrictions on total de- 
mand and in the form of more intense inter- 
national competition for the available orders. 
Unless we can expect developments from thé 
recent Commonwealth Economic Conference 
and from subsequent talks with the new 
United States administration, it seems that 
there is still some way to go before the pound 
sterling can be secure in standing on its own 
feet, in international relations, on the lasting 
foundation of “ trade, not aid.” 


To the third question, again, no plain Yes 
or No can be given. It is true that in impor- 
tant branches of industry, notably iron and 
steel and some of the non-ferrous metals, a 
welcome rise ia output has been recorded ; 
but industrial production.as a whole has been 
somewhat lower than in 1951. A slight 
diminution has been noted also in ‘the total 
volume of consumption of goods and services, 
but it seems unlikely that the margin avail- 
able for other purposes—explicitly for re- 
armament and new capital construction—can 
have been enlarged, especially since the 
excess of imports over exports, visible and 
invisible, has been removed during the’ past 
year. 


Under the fourth heading, some progress 
has been made, Within the total working 
population a moderate shift has taken place 
towards industries of highest national 
importance, particularly the metal trades and 
engineering, while the turnover of workers 
in those industries has declined. Stocks of 
many materials, moreover, are now at a 
higher level for an orderly movement. of 
manufacture, and we hear less than in’ the 
past of checks imposed on production by 
delay in delivery of parts and components. 
Many of the physical controls over supplies 
of materials have, happily, been lifted, and 
altogether. the impression is of th® more 
flexible system doing its job with rather less 
strain and irregularity. 


Nevertheless, there. is still. too much evi- 
dence remaining of the condition to which 
attention has been called again and again 
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since the war—namely, tha 


: ‘S 4 nation a 
ate making demands on our bys jc resouron 4 
for current consumption, rearmamen, 
construction and restorat of mal 
reserves—which Collectively sre too jane 
be met in full by production at the 
level. Thus the choice confront 
only less obstinately than rlier stage 


the postwar period: eith: 
duction by added achievem 
efficiency or to curtail con ytion and q 
capital investment, whether public or ovine 
To some extent, improvements in efficigs 
may still be brought abou: with the ms 
power and equipment alrea wailable Ba 
to keep fully abreast of needs and op 
advantage of new technolozical adyaps 
and to secure a competitive position in ign 
national trade, a greater flow of new indy 
trial capital is urgently required. We 
brought back to the source of the under 
strain in our national economy—namiy 
persistent. over-consumption in relatiog 
real resources, reflected in ove 
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: : : OV er-faxation 
inadequate saving and insufficient investms 
in productive enterprise. 


LONG-TERM WORLD PROBLEMS 


The course of events in this country, pug 
tuated as it has been by recurrent crg 
suggests that it is not wholly the outy 
of disturbances resulting from the war, 
problem of bringing the country’s exta 
account into a firmly grounded balance, 4 
something over for investment abroad, 
with us even before the war, though it 
since been rendered more intractable byd 
change in Britain’s international api 
status. The domestic situation, too, has 
some years been marked by increased rigi 
which has obstructed adaptation of 
economic system to rapidly changing cia 
stances. 


As one observes economic trends in off 
parts of the world it is not difficult wd 
cover, beneath the many superficial dif 
ences of experience, the operation of simi 
forces adding to the difficulties of the sit 
tion. Even allowing for the immediacy 
our present troubles, no excuse is needed! 
reminding ourselves from time to Um 
long-term problems which must be & 
with if real progress is to be secured}! 
unless they are overcome we shall be unit 
to escape from the recurrence of emerge 
Only to some extent can these problems! 
dealt with by international action ; toa lq 
extent they call for treatment in a mat 
appropriate to their local and national 
festations ; but either way the first s@ 
to see them in clear outline. There a 
believe, two basic problems we!l-nigh unt 
sal in their range, to which constant attems 
will have to be given over the next gem 
tion. I might call them the problems 
monetary stability and of a continuing® 
of capital into new development. 


The first of these tasks, calling for al 
ingenuity that can be mustered in the fi 
of monetary policy and mechanics, 1s © 
out means whereby currencies can te 
guarded against further depreciation, W! 
that that process entails by way of ds 
ance of contractual relations, falsificatw 
effective social provisions and the eros) 
fixed capital assets. The second, Om 
associated, task is to find ways of ensufl 
sufficient flow of capital, from real # 
to finance new economic developmet! 
social improvement on a scale to mat 
needs of our age. The close relation 
between these two. problems is cleat. 
mention just one of the more obvis ™ 
nections, currency depreciation 1s 3 PY 
deterrent to personal saving, whic 
mines the will and thedesire to 8% 
round the circle, a shortage 0! a 
time when large mew capital ¢xPe si 
needed is a certain generator of inflat % 
therefore of the very process that '™ 
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of adequate saving for 


= FCONOMIS 


maintena! 
estment 
CALE RISK CAPITAL 


ARG! — 
: QUIREMENT 


mes led, through concentra- 
iculties of our Own country, 
‘hese problems are peculiar 
the currency problem, a 
stics for almost any Country 
Americas and the sterling 
e or less continuous decline, 
the purchasing power of 
nds of the consumer or the 
capital. As for the other 
familiar enough with the 
for projected capital outlay 
r coming years by public authorities, for 
using, schools and other social require- 
nts, as well as by basic industries like 
1. electricity, transport and steel. It is 
dent, too, that if we are to hold our place 
an actively competitive world and main- 
, even our present standards of living we 
si need large-scale capital investment in 
» industrial enterprise as well as in the 
luction of food and raw 

serials, It is equally true that enormous 
ital requirements are foreseen for almost 
ry advanced economy that can be named, 
sing from countries, like Germany, of 
ue. capital shortage to countrics like 
sada where new developments, both of 
juction and industrial capacity, 
following swift succession. Even in 
United States, with its unparalleled 
urces, complaints are heard of an actual 
prospective deficiency of new risk capital. 
is, however, is only a part of the, story, 
there are large areas of the world which 
many years to come will be unable to 
wide local resources for capital develop- 
int required both for their own needs and 
the continued economic welfare of capital- 
ating countries. The necessity of pro- 
mg resources for raising standards of 
g and expanding productive capacity in 
ler-developed territories such as Africa 
been a prominent topic of discussion on 
national and international ‘planes in 
ent years. Our own. country’s special 
nsibilities are one element in this pro- 
m ; the steps taken by the United States 
rmment under its “point IV  pro- 
mme” are inspired .by recognition of 
fer international concern ; and bodies like 
United Nations Economic and Social 
| and the International Bank for Re- 
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sirucion and Development have partici- 
td in the framing and launching of a 
mder of projects. The Colombo plan, 
A its schedule of basic capital investment 
mated to cost well over £1,800 million 
pin about six years, is just a small part of 
fequirements recognised as being urgent 
b wide range of under-developed countries 
fre resources lie untapped, standards of 
mg are low, and populations are increasing 
pace of a hazardous food supply. I need 
‘adour the point that new capital must 
forthcom ng in a volume far surpassing 
“ung recorded in the past, if the develop- 
t of known potential resources and the 


"ison of urgently needed services are to 
place, 


CHANGED CONDITIONS 


" may pm £ 
balise thes; 
tal as likely 


ps be asked why we should 
vin problems of currency and 
& likely to be with us in more acute 
M; over the next generation, than in earlier 
ds of ecmomic development. The 
are to be found both in technical 
$ and ns change in the general climate 
oo all over the world. As regards 
- lem of currency, a new element in 
“tuation is that for twenty years or more 
™ a ‘ave been experimenting in 
re. anagement instead - of accepting, 

“re, the implications and the obliga- 

™posed by strict and unquestioned 


adherence to fixed relations between the 
currency unit and goid. Although the results 
of their experiments have been only partially 
successful, the new responsibilities. accepted 
by governments, more particularly for’ pro- 
tecting their peoples from unemployment, 
and the enlarged obstacles to speedy and 
flexible adjustment of national economies to 
external forces seem to make it improbable 
that monetary management can be entirely 
abandoned in the years immediately ahead. 
Those very conditions, moreover, which make 
total abandonment ‘unlikely arise from lasting 
changes in the political climate. I refer 
particularly to the insistence upon the 
assurance of a basic standard of living, which 
implies widening social services and expanded 
budgetary expenditure with its corollary of 
high taxation. All these things entail con- 
tinuous pressure which manifests itself in 
depreciation of currencies unless more effeé- 


tive measures of balancing action can be 
evolved. 


On the side of capital, the stringency re- 
sults in part from scientific discovery and 
teclinological advances which are taking place 
with increased’ momentum. In addition to 
the need for raising standards of industrial 
efficiency, there is the necessity for a great 
expansion of the world’s total output of food 
and raw materials if the basic needs of rapidly 
growing populations are to be met—still 
more if any real improvement of standards of 
living is to be continued. At the very time, 
moreover, when demands for new industrial 
capital are becoming larger and more insis- 
tent than ever before, the capacity and will- 
inghess to save, in countries which have to 
be regarded as the main sources of capital, 
are showing little if ‘any parallel expansion. 
On the contrary, advances in social security 
and the scale and incidence of taxation may 
tend on balance to diminish both the attrac- 
tions of saving and the ability to save. 


AN UNANSWERED NEED 


Reference has been made to the period of 
monetary experiment through which we have 
been living, and it is more than ever impor- 
tant that we should read the lessons of these 
experiments and incorporate them in our 
mental equipment for dealing with the situa- 

stidn. It can assuredly be said, for example, 

that a working system has yet to be found 
between budgetary action and monetary 
action in*securing the maintenance of the 
purchasing power of any country’s currency. 
The almost universal turning back to greater 
flexibility of interest rates that has been wit- 
nessed in the past few years is evidence of an 
unanswered need—the need to discover the 
right combination of measures affecting, on 
the one hand, the availability and, on the 
other, the cost of new capital without which 
no real advances in standards of living are 
possible. There is fo single source of addi- 
tional capital to be tapped, and no single 
device which will suddenly call forth an 
expanded flow in the quantity and directions 
now required. For some ‘purposes, fixed- 
interest-bearing loans may be suitable, but 
for many equity investment is vastly to be 
preferred. There may be times when higher 
interest charges and yield prospects are an 
appropriate means of stimulating the flow 
of saving and the better direction of invest- 
ment; but this is not to say that flexibility 
of interest rates will always direct capital 
irito the most desirable projects. Then again, 
there may be occasions when some lifting of 
the burden of taxation is not only justified, 
but required, by the need te stimulate capital 
development in general or in some particular 
country or direction. At all events, one thing 
at least is clear. Any further improvement 
in standards of living for mankind is depen- 
dent on more and more efficient use of new 
capital both in primary and _industrial 
production and a greater stability in the real 
value of the pound and of other countries 
currencies. » 
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APEX (TRINIDAD) 
OILFIELDS, LIMITED 


PAST YEAR’S PROGRESS 


The thirty-third annual ordinary general 
meeting of this company was held on 
January’ 21st. in London, Mr Malcoim 
Maclachlan, chairman and joint managing 
director, presiding. 


The chairman, in submitting the accounts 
for the year ended September 30, 1952, said 
that net oil revenue, after provision for 
development and contingencies and depre- 
ciation of fixed assets, amounted to 
£1,576,000. 


After providing £1,055,000 for taxation in 
Trinidad and the United Kingdom, the net 
profit for the year was £547,000. 


The directors recommended the payment 
of a final dividend of Is. 9d. free of income 
tax, making a total dividend for the year of 
2s. 3d., free of income tax. The unappro- 
priated profit to be carried forward would 
amount to £234,000. Capital and reserves 
now totalled £4,064,000, and current assets at 
£4,861,000 exceeded current liabilities and 
future taxation by £2,797,000. 


The production for the year amounted to 
3,136,000 barrels of crude oil and 4.039.000 
gallons of casing head gasolene. During the 
year 68,557 feet had been drilled in con- 
tinuance of the programme to obtain pro- 
duction and to extend the tested areas of the 
property. 

The price the company received for its oil 
and casing head gasolene, which was on a 
basis related to United States prices, showed 
some decline during the second half of the 
year, though this was partially offset by a 
slight rise in the dollar exchange. 


The report was adopted. 


AVON INDIA RUBBER 


TURNOVER WELL MAINTAINED 


The sixty-third ordinary general meeting 
of the Avon India Rubber Company Limited 
was held, on January 22nd, in Melksham, 
Wilts, Major R. F. Fuller, DL (the chairman), 
presiding. 

The following are extracts from his circu- 
lated statement: 


The group profit for the year, after provid- 
ing for taxation of £130,547, amounted to 
£141,386, compared with {£169,474 in the 
previous year. 

Our turnover in the past year, although 
well maintained, did not reach the level of 
the previous year. Uncertainty of prices in 
the raw materia] markets influenced an 
abstention from buying finished products, 
particularly in respect of tyrés. About half 
way through the year the change from a 
sellers’ to a buyers’ market became very 
evident and we are now having te conduct 
our business in increasingly strong competi- 
tive conditions, the full consequences of 
which have not yet been felt. 


Further progress has been made with our 
factory at Bridgend and certain rearmament 
contracts will shortly be commenced, in addi- 
tion to production of those of our regular 
lines already in operation there. 


We have set up our own selling and distri-’ 
bution organisation in British East Africa and 
this has shown promising results. In conjunc- 
tion with certain local interests a company 
has been formed to provide a tyre remoulding 
service in East Africa. A company has been 
formed in Australia for distribution of. our 
products, and .we have also made arrange- 
ments in Sweden for the production of motor- 
cycle covers and tubes. 


The report was adopted. 








NATIONAL PROVINCIAL BANK LIMITED 


FURTHER STRENGTHENING OF RESERVES 

IMPROVED STAFF REMUNERATION—MODEST INCREASE IN SHAREHOLDERS’ REWARD 

NEED FOR REDUCTION IN GOVERNMENT EXPENDITURE AND TAXATION 
HARD WORK AND THRIFT—ROUTE TO ECONOMIC SOLVENCY 


THE EARL OF SELBORNE ON IMPORTANCE OF STERLING CONVERTIBILI1 y 


The one hundred and twentieth annual 
general meeting of National Provincial Bank 
Limited will be held on February 12th at the 
head office, 15, Bishopsgate, London, E.C.2. 


The following is the statement by the chair- 
man (The Right Hon. The Earl of Selborne, 
PC, CH), which has been circulated with the 
report and accounts for the year ended 
December 31, 1952: 


Board of Directors.—Since the last annual 
general meeting we have had the pleasure of 
welcoming two new members to the board, 
Mr Oliphant James Philipson and the Right 
Hon. Lord Rockley. These gentlemen have 
a wide experience of industry and finance and 
we are very fortunate in having secured their 
services. 

Management and Staff—During the year 
Mr H. V. Flather, a joint general manager, 
retired after 43 years of distinguished banking 
service. I am glad to say that he has since 
joined our local board at Bradford in the 
place of Mr H. G. Payton, who has expressed 
the wish to retire after a long and honourable 
banking career, first as an important executive 
and for the past 15 years as a Bradford local 
director. The directors have been pleased 
to’ appoint as a joint general manager Mr 
H. C. Pearson. 


In paying a well-deserved tribute to the 
continued loyal co-operation of the manage- 
ment and staff and to their maintenance of 
a high standard of service to our customers, 
I should like to refer to one of the problems 
which we, in common with other banks, are 
facing. An adequate supply of suitable new 
entrants is essential to the wellbeing of the 
bank. We are faced with keen competition 
from other branches’ of commerce and 
indusfry and from the Government services 
for the type of young men whom we seek 
to-enlist? We introduced last year new terms 
of remuneration, together with improved 
prospects and increased pensions, which 
should add to the attraction of a career in 
the bank, and it is hoped these inducements 
will result in an increased flow of intelligent 
and ambitious recruits who will be worthy 
of our great tradition of service. 


Coutts and Company.—The balance-sheet 
of Coutts and Company as at December 31st 
last accompanies our own report and accounts. 


STATEMENT OF ACCOUNTS 


The total of our liabilities on current, 
deposi® and other accounts is now 
£854,562,827, compared with the figure of 
£3816,785,374 on December 31, 1951. 


A further funding operation by the authori- 
“ties in October last again resulted in an in- 
crease in the volume of our investments at 
the expense of our more liquid assets. Our 
liquidity ratio, excluding cheques, etc., in 
transit, however, remains at the comfortable 
level of 38.8 per cent of deposits. 


Our investments in British Government 
securities and other securities of a similar 
character stand at £239,153,187,; a figure 
which, in accordance with our usual custom, 
understates their market value. It is a source 


of considerable satisfaction to us that our 
policy of investing predominantly in short- 
dated securities, followed over a long period, 
has enabled us to avoid any break with a 
long-established tradition in this respect. I 
need hardly assure you that we have in our 
gilt edged portfolio no securities other than 
those with a definite redemption date. There 
has been some recovery from the depression 
in the prices of Government securities which 
reached its lowest ebb in June, but there is 
still a considerable amount of depreciation to 
make good. In the opinion of your directors 
our inner reserves are amply adequate to 
fulfil their function. 


During the year under review the last of 
the Treasury deposit receipts issued by the 
Government as a wartime measure have been 
repaid, and this item no longer appears in 
our balance sheet. 


Our advances to customers and other 
accounts stand in the balance sheet at 
252,102,387. As usual, full provision has 
been made for all accounts carrying any risk 
of loss. The decline of £42,994,084 in the 
total of advances during the year is largely a 
consequence of our observance of the wishes 
of the Chancellor of the Exchequer that we 
should restrict advances for purposes not 
essential to the economic recovery and 
defence of the country. We look forward to 
the time when we shall again be free to con- 
sider all applications on their merits, but 
meanwhile we must ask the indulgence of 
those of our customers whose projects do not” 
for the time being find favour in the eyes of 

the authorities. 


. 


PROFIT AND LOSS ACCOUNT 


The net profit for the year in thé accounts 
is £1,525,013, compared with £1,469,765 for 
1951. 


There has been during the past year a 
further rise in our operating expenses, 
including the substantial increase in the salary 
bill which has already been mentioned. The 
cost of pensions, too, has risen sharply 
as a result of the consolidation into 
salary of a substantial part of: the staff 
remuneration formerly paid by way of a 
special cash bonus. 


The amount brought forward from 1951 
is £957,724, to which must be added this 
year’s profit of £1,525,013, giving a dispos- 
able balance of £2,482,737. 

An interim dividend of 74 per cent was 
paid in July last and accounted for £373,252. 
It is proposed to deal with the. balance as 
follows: to. pay a final dividend of 83 per 
cent £423,019 ; to make an appropriation to 
contingencies of £500,000; to make an 
appropriation to the reserve funds of 
£500,000. The fesult is to strengthen still 
further our inner reserves and to raise our 
published reserves (including share premium 
account) to a figure which exceeds our paid- 
up capital by more than £2 million. ere 
remains to be carried forward the substantial 
balance of £686,466. 


When I addressed you last year I referred 
to the fact that the shareholders who suffered 
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dividend cuts in 1931 and av. 
received mo increase since then 
tors are of the opinion, based on our cup 
earnings the strength of our } 
sheet, that the shareholders are now enij 
to rather more generous recognition, & 
have, therefore, as the accounts show, j 
clared a final dividend of 84 per cent, mij 
16 per cent for the year, compared with 
figure of 15 per cent which has remay 
stable for the past 20 years. The just cl 
ofthe staff for improved remuneratiog 
which I also referred in my last statemeg 
having been met, I am satisfied that we 
not lacking in prudence in deciding on th 


n in 1932 
Your dines 


improvement in the shareholdg 
reward, 
NATION’S ECONOMIC STATE 
For many years it has been customary{ 


bank chairmen, in reporting the affairs off 


bank in their annual statement, to comnig 
on the economic state of the nation. This 
natural because bankers are entrusted 

their fellow-subjects with the care of tk 


deposits, and this position gives them & 
the opportunity and the duty to fo 
closely the condition of trace and indus 
The course of business forces on our att 
tion facts which seem imperfed 
appreciated by many who have not had 
advantage ‘of: our experience 
The change in the directio: 
cial and credit policy inaugurated by 
government just over a year ago has sil 
been intensified and has begun to ye 
definite results. The Chancellor of the 
cheqiter has announced that during the if 
half of 1952, the United Kingdom haf 
favourable overall balance wth the rest 


tO De 


of our fing 


the world of £24 million— if Amend 
aid is included, £82 million n place @ 
deficit in 1951 of £461 mill. This show 
very substantial progress towards resid 


our solvency, for which the government 
well claim full credit. 

This overall surplus, howe 
so comfortable as it looks. 
surplus with the sterling 
million, but we had a deficit 
the world, and particularly » th the ¢ 
area, which caused a loss of gold and @ 
reserves of £232 million. ‘Jhs 1s nots 
enough: for it is the position ©! our gold 
dollar reserves which is the rea! test 


_ is not qi 
We ea 
area of 
vith the rest 


solvency: and the loss of ‘eserves ™ 
have been much greater had \ ¢ not res 
gold and dollars.from the resi of the stet 
area to the tune of some {! 2) mihob 
well as United States aid 0: £58 mul 
These receipts cannot be coun '<d os 
tinue indefinitely on such a sale, “ 
reduction in our liabilities is 'argely &% 
the restriction of imports fron non-sie™ 
countries. The best that can >¢ said 

situation is that the bulk of the! 


was incurred in the first quarter a 
year: during the next half-year wa 
approximately in balance: anc juring the 
quarter we have been able to sirengrhens 
reserves. So though we h< secure 
reprieve, we are still standing ® % 
treacherous trap-door. 
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pROBLEM ‘ LEARLY RECOGNISED BY 
COMMONWE ALTH CONFERENCE 


{ the problem confronting the 
« been clearly recognised by 
‘ith Conference. Their com- 
been criticised for undue 
hat charge is hardly justified, 
cause there are obvious reasons why i’s 
snot be dotted or t’scrossed at the present 
gcture. What is important, indeed vital, 
“that the wcmirable sentiments expressed 
, the conference should be implemented as 
son as po e. The sterling area system, 
nich has been the mainstay of our trade and 
ich has provided the largest area of free 
xchange operations in the world, depends 
the value of the £ sterling being pre- 
rved ; and when dollars are needed, on our 
ing able to provide dollars against sterling. 
rerling must not be allowed to become the 
nvthing of the domestic politics of the 
Inited Kingdom: we are the bankers for 
he whole sterling area and it is therefore 
wt function and duty to manage sterling as 
» inter-imperial currency. Under _ this 
wetem we have been steadily acquiring 
liars and goods—largely food and raw 
aterial—from the other countries of the 
mmonwealth and Empire who now have 
hims against us in excess of £2,500 million. 
’e must keep faith with our fellow-members 
the Commonwealth and preserve the value 
their assets if the sterling system 
t+ to be maintained. And the test of 
he value of sterling is #8 convertibility 
nto dollars. 
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While it is abundantly true that the ster- 
ng area cannot achieve stability without the 
podwill and co-operation of the rest of the 
ld, and in particular of the United States, 
must be recognised that the re-establish- 
tof our position rests, in the main, with 
rselves. We must cease to rely on’loans 
grants from our friends ; we must live on 
hat we can earn ; and moreover, we must 
ma surplus to invest. The measures neces- 
y for that purpose may meet with political 
stacles. Some politicians still persist in 
aintaining that our salvation depends on in- 
ung repeated doses of “ controlled ” infla- 
Mm into our economy. This prescription is 
commended by them as providing a high 
el of economic activity, and consequently 
employment, at ever-increasing wages and 
steady depreciation in the burden of capital 
bts. Such a policy is not only immoral in 
at it involves a fraud on everyone who has 
mi money, but it also defeats its own object. 
hm economic activity thus induced will be 
mulated to a feverish intensity: prices will 
se at least as quickly as wages, and the 
pndard of living will constantly be in 
pardy. The new capital resources on 
ich our industrial efficiency depends will 
adily shrink: costs of production will in- 
‘ase and our exports will become more 
w More uncompetitive until, sooner or 
ler, a further depreciation of the £ has to 
accepted openly, or has to be concealed 
) the extension of controls over every aspect 


ii That; ; 
our life. That is not the road to prosperity 
to happiness 


INCREASED EFFICIENCY AND PRICE 
REDUCTION ESSENTIAL 


: is true that convertibiliry can only be 
mised by stages. But we must take active 
PS f0 reach that- objective, We cannot 
‘© gain our livelihood in this country, 

to maintain the benefits we enjoy from the 
ciation of the sterling area on the basis 
{1 inconvertible £. A currency which is 
, Convertible ceases to fulfil the primary 
money as a medium for the 
? me of goods and as a stable store of 
pe. | We have been too long lulled by the 
Puve influence of the system of exchange 
= Which falsifies all the price mechan- 
ian: ows what our money is really 
T this system. Some of our best- 
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known economists were recently arguing that 
sterling was undervalued at the official parity 
with the dollar. Now other critics are main- 
taining that if sterling is made freely con- 
vertible into dollars, our e#port trade will 
collapse, and our customers will flock 
en masse to the American market. Who shall 
decide when doctors disagree? If it is the 
case that our exports are so uncompetitive, 
it shows how deeply the system of exchange 
control has corrod€d our economy and sapped 
our efficiency. 
_ The trouble will not be cured by maintain- 
ing exchange control, and trying to pay for 
our imports of food and raw materials with 
exports of manufactured goods at non- 
competitive prices: the only remedy will be 
to reduce our prices and to increase the 
efficiency of our industries so that our exports 
can sell themselves on a fully competitive 
basis. However painful the process may be 
to some sheltered industries, there is no 
alternative if the nation is to survive. 

The external difficulties of the United 
Kingdom—the dollar gap—are mainly a re- 
flection. of our internal disequilibrium. The 
Chancellor of the Exchequer, when he first 
announced his policy of tightening up credit, 
said that he did not expect monetary policy 
itself to have decisive results, but he believed 
it could do much to support other measures 
to combat inflation. Unfortunately, up to the 
present, these other measures have not been 
put into effect. While banking credit has 
been tightened up for the private sector of 
the economy, the Government and Govern- 
ment Agencies have been expanding their 
borrowings, not from the public, but from 
the banking system. These borrowings have 
tended to neutralise the restrictions on private 
credits: and though the Government have 
reduced the liquidity of the banking system 
by converting their borrowings from the 
Treasury bills into short-dated bonds,. these 
obligations will be an embarrassment to the 
Government until they can be funded 
through genuine investment of private sav- 
ings. The Commonwealth Conference 
rightly set in the forefront of its programme 
“internal economic policies designed to curb 
inflation”; and this certainly requires 
further implementing in the United 
Kingdom. 


PRIVATE INVESTOR’S ALL-IMPORTANT 
ROLE 


We must welcome the announcement that 
a corporation is to be established to further 
development in other - countries of the 
Commonwealth and the Colonial Empire, 
and I need hardly say that we have promised 
our full co-operation. In this connection it 
is significant that Her Majesty’s Government 
in the United Kingdom have announced 
that they “are determined that the flow of 
capital from London for sound development 
throughout-the Commonwealth shall be main- 
tained and increased.” This can only be 
done in two ways, either by Budget surpluses 
and Government investment, or by indivi- 
dual investment; and of these two alter- 
natives the latter is infinitely preferable. 
Budget surpluses on such a scale imply 
further increases of taxation, and taxation is 
already so high that it is destroying the will 
to work which must be the foundation of all 
prosperity. Moreover, as we have learned 
from the Groundnuts and other ambitious 
schemes, the Government is a most inefficient 
investor. 


The private investor, however, cannot per- 
form his all-important réle unless he can first 
save the money to do so. The present level 
6f taxation of the individual is such as to 
make private saving virtually impossible. 
Income-tax and surtax take from the wealthier 
section of the community the money -which 
they used to save: and the prospect of penal 
estate duties reduces the incentive to forgo 
present enjoyment in order to provide capital 


for the next generation. Such savings as are 
now accumulated are made by insurance and 
pension funds: and the private individual 
appears to.be dis-investing rather than 
investing. 


The level of taxation is even more serious 
in its effect on industrial resources. Between 
income-tax, profits tax and excess profits levy, 
industry has to pay to the revenue two-thirds 
or more of its profits. The allowances for 
depreciation, based on -pre-inflation values, 
are quite inadequate to provide for the 
replacement of outworn equipment at present 
prices. Where then is the capital to be 
found for the extensions and improvements 
needed to modernise our industrial equipment 
and make -it increasingly efficient? How 
can we hope to maintain competitive 
efficiency if our industries are milked by 
the Exchequer for current Government 
expenditure instead of being allowed to build 
up the reserves necessary to improve and 
extend their plants ? 


REDUCTION OF TAXATION ESSENTIAL 


The present level of taxation is estimated 
to be about 40 per cent of the national income 
and it must be reduced, and reduced sub- 
stantially, if we are to re-establish a sound 
and solvent economy. But taxation cannot 
be reduced if as a result the Budget would 
become unbalanced. Accordingly, the first 
step is to reduce the present scale of Govern- 
ment expenditure—including expenditure of 
local authorities, Government agencies and 
nationalised industries. The Chancellor of 
the Exchequer has promised to effect all pos- 
sible economies in the public administration, 
but these cannot be expected to reduce the 
total Budget by more than a small fraction, 
without major changes in policy. Some 
changes, for example, in regard to subsidies, 
have already been made and it may be haped 
that they will be extended. But the burden 
on the Budget of the social services must 
sooner or later be tackled. The cost of these 
services is today approximately twice the total 
prewar Budget, and with the rapid increase 
in liabilities and costs, particularly for the 
education and health services and for retire- 
ment pensions, it will soon be three times 
as much. The present distribution of 
burderis between the Exchequer and the 
spending authorities ought to be reviewed as 
a matter of urgency, so that those who call 
the tune have to pay the’ piper. It is only 
by reducing the scale of Government expen- 
diture and the level of taxation that we can 
hope to restore a healthy basis for our 
economy. The nation must learn that there 
is no substitute for maxims which our 
ancestors long ago found to be true. The 
only route to solvency is by way of hard work 
and thrift. Our legislators in recent years 
have been at pains to decry and discourage 
both. They have behaved as if we were much 
richer after the war than we had been before 
it, and it is astonishing that anyone could 
ever have believed that such was the case. 
They must now retrace their steps and so 
reform our laws that every individual has the 
maximum incentive to exert and — deny 
himself for the benefit of his family. So 
will the state best prosper, for the nation 
is but the total of the families contained 
therein. 
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DISTRICT BANK LIMITED 


INCREASED EARNINGS DESPITE RISING COSTS AND TAXATION 
HOPE OF MORE FLEXIBLE AND EFFICIENT ECONOMY 
CONSTRUCTIVE STEP TOWARDS CONVERTIBILITY OF STERLING 
SIR THOMAS D. BARLOW’S REVIEW 


The chairman, Sir Thomas D. Barlow, 
GBE, has circulated, with the report and 
accounts, the following statement to the 
shareholders of District Bank Limited, prior 
to the one hundred and twenty-third annual 
general meeting to be held on February 13th 
at the Head Office, Spring Gardens, Man- 
chester. 

I have one change to report in regard to 
the board. Towards the end of November 
Mr Thomas Henry Hewlett intimated that 
he wished. to retire as he was desirous of 
curtailing his business activities. We have 
indeed been fortunate to have had the benefit 
of his mature business experience for a 
number of years. The loss of his valuable 
services is much regretted and we offer him 
our best wishes for the future. 


THE ACCOUNTS 


Turning to the balance sheet, you will see 
that the more stringent monetary .policy has 
not been without its effect on certain items. 
Admittedly deposits at the record figure of 
£248 million would not appear to bear this 
out, but average deposits were below those 
for the previous year and the high December 
figure reflects the growing Budget deficit 
during the autumn months. 

Against the larger resources the more 
liquid assets, cash, money at call and short 
notice, Treasury Bills and Bills of Exchange, 
are bigger in total and in proportion to 
our deposits than they were at the end of 
1951. The ratio of liquidity is in fact 
abnormally high but will be reduced 
early this year as deposits and Treasury Bills 
decline in consequence of the incidence of 
tax payments. 


As a result of the Government funding a 
further part of the floating debt last October, 
we acquired more Serial Funding Stocks and 
this has increased the ‘level of our invest- 

ents. Here, I should add, that most of 
our holdings of British Government Securi- 
ties continue to be short dated and our 
reserve for contingencies was well able to 
provide for the depreciation when gilt-edged 
values declined so sharply last year. As 
hitherto, the market value of our investments 
is in excess of the figure shown in the balance 
sheet. 


Although in present circumstances we have 
to employ so much of our money in invest- 
ments, we should much prefer to see more of 
our funds utilised in financing industry and 
commerce. Nevertheless, as I anticipated 
last year, customers engaged in the rearma- 
ment programme have required more bank 
accommodation and, I am pleased ‘to say, 
we continue to give considerable support to 
agriculture, which makes such an important 
contribution to the country’s well being. 
Despite the increased requirements of 
essential industries, total advances are less 
than they were twelve months ago, partly 
owing to a fall in commodity prices and 
a reduction in stocks. Beyond this the 
decline indicates that, in the national interest, 
the field of lending still remains much 
restricted. 


THE FOREIGN AND TRUSTEE 
DEPARTMENTS 


The lowet figures for liabilities of cus- 
tomers for Acceptances, confinmed credits 


and other obligations point to some contrac- 
tion in the overall volume of overseas 
business conducted by our Foreign depart- 
ment. Inevitably the import restrictions 
imposed in the spring of last year by some 
countries reduced the number of overseas 
bills and adversely affected turnover. The 
last two months of the year, however, saw 
not only some recovery in the figure of 
export bills but also a welcome, though small, 
revival of documentary credit business. 


By way of compensation for a setback in 
one sphere of foreign banking, fresh oppor- 
tunities have been presented to us through 
the wider trading facilities granted to the 
Foreign Exchange Market. In addition, the 
restoration of freedom to some commodity 
markets has resulted in increased activity in 
other directions. The changing emphasis in 
overseas trade has brought with it many new 
problems and our Foreign Information Ser- 
vice is actively employed in providing prac- 
tical guidance and technical advice to those 
engaged in exporting and importing. 


The banks were originally encouraged by 
the Public Trustee Act, 1906, to undertake 
the duties and responsibilities of executors 
and trustees. The continued increase in this 
class of business, of which this bank has had 
its full share, is ample evidence that more 
and more testators are entrusting the admin- 
istration of their estates to the Joint Stock 
3anks. 


A new Act of Parliament came into force 
at the beginning of this year governing the 
distribution of the estates of persons who die 
without having made wills. This Act un- 
doubtedly provides more adequately than 
earlier legislation for the needs of a widow 
under ‘present-day conditions, but. it also 
serves to stress the importance of making a 
will, particularly where the estate is of 
modest dimensions and he testator has to 
consider other dependants. 


Having regard to the long-standing need 
for widening the field of investments avail- 
able to trustees, it is very satisfactory to note 
the recommendations embodied in the recent 
report of Lord WNathan’s Committee on 
Charitable Trusts. Since the Prime Minister 
has promised that the report as a whole will 
receive careful consideration, it seems 
reasonable to hope that there will in due 
course be an extension of the range of trustee 
investments. 


DEVELOPMENT AND BANK PROPERTY 


The new branches in Cambridge and 
Swansea, to which I referred in my last 
Statement, are. now open, and I hope that an 
easing of building restrictions will soon 
afford us greater opportunities for obtaining 
suitable premises and for undertaking struc- 
tural alterations so that we may proceed 
more rapidly with our policy of development. 
Because capital expenditure on alterations 
and extensions to our branches has necés- 
sarily been restricted, there has been no 
occasion to increase materially the amount 
of our property account. On the other hand 
we have not considered it necessary this 
year to provide further depreciation for our 
properties as the figure at which they now 
stand is so well below their real value. 
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‘threatening to our gold reserves must be 


although we are moving in the «ght die 




















































THE ECONOMIST, JAN sry 24 195). 


THE YEAR’S EARN! .Gs 
Despite the continued upw. 


: pressure gf 
operating costs and heavy taxation I am ghg_ 
to report there is, after making the usual 
provisions, a net profit fo: e year g 


£515,672 against £508,217 for 195] With 
the amount brought forward we have a dy 
posable balance of £817,017 From the 
report you will see we illocating 
£250,000 to reserve for continvencies and, 


after providing for dividends © same tatg 
as previously, there remains the sum gf 
£294,361 to be carried forward 

This result has not been achieved withog 
the loyal and efficient service of the manage 
ment and all members of the s:1‘f, and ong 
again I have pleasure in extending to they 
my most sincere appreciation 1 thanks. 


A YEAR OF PROGRISS 


The early months of the | vear weté 


so over-shadowed by the gold and dolly 
deficit inherited by the present government 
that a financial crisis appeared a|most inevit 
able. Instead, a degree of solvency has beep! 


reached and it seems to me that this achiew 
ment fully justifies the cura measures 
that have been taken. Not the least of the 
advantages they have gained for us has bem 
the lifting of a number of hamperig 
controls .and restrictions. Indeed i map 
well be asked how much inflation ad 
economic strain could have been averted d 
such measures had been allowed to operat 
in the earlier postwar years. Meanwhile # 
have abundant evidence to prove the latest 
strength of monetary mechanisin which, @ 
far wisely used with caution, has already 
created circumstances which give us hope 
attaining a more flexible and ctticwat 
economy. 


NEGATIVE AND POSITIVE ACTION 


Inevitably the first part of a programm 
intended to arrest an inflow of imports ® 


constructive. Over the past twelve moni 
determined measures have had to be «ket 
to adjust demand to the incom ng and fit 
too meagre supply. This is a nezative polly 
and its enforcement has made 1 necessilf 
to hold the balance and switch about 
materials and manpower between the om 
flicting claims of rearmament, «xpors aad 
home trade. Indeed this unavo Jable poy 
was largely responsible for the <i:sappoutia 
production figures during much o! last yeaé 
Nevertheless the success of the measuf 
taken may be judged by the {:ct that i 
government has gained the in: i've. 


The first phase, external bali oce, havi 
been attained by restriction, the )resent @! 
is not to cut down but to build up. Wea 
now committed to an increas: 10 outpat 
sufficient to sustain both subst2.‘1al ream 
ment and a level of exports hig: nous 
provide a surplus on overseas a..ount. DM 


tion, we must move faster 1 we a 
outdistance inflation and so ‘duce @ 
minimum the remaining contro s Stans 
between us and olr destination—-omoct™™ 
enterprise and a free working © ‘ie ™ 
system, . ~ 
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ncia) discipline is operating 
the private sector of our 
hs firm action has failed to 
. of money because heavy 


FCONOM IST, 


dmittedly ! 
this end 
omy. Yet 





Pe al ~exoenditure, particularly on 
ey account. Keeps feeding the pursuing 
Too long has ising fevenue 
walt ced spending, but a greater 
ae as that penal taxation, which 
al ch spending, continues to 
d ones and individuals alike of 
, faseady ected savings. Since the 
L. of this d on capital has been pain- 
. evident when activity has been 
ved down ‘ands to reason that indus- 
must retain more of, and indeed add to, 
» of enancial resources if it is to embark upon 
shad extensive programme of re-equipment 
suiah modernisation necessary to produce an 
a eased volume of competitively priced 
vith ort. 
lige 
ne IGHER INVESTMENT AND GREATER 
tig OuTPUT 
and, 
rate hth no uncertain hand this points to the 
af 4 for much higher investment—and in- 
ent by those who are ready to take a 
hout Yet, at the very time when industry's 
L2gee ital requirements will be exceedingly 
ance ssing, there will be a far smaller investing 
hem Mic able to re spond, This is the problem 


fronting us, and it can only be solved by 
economies in Government expenditure 
ighten the burden of taxation so that 
ain it becomes easier to save. 



















aving is indeed vital, and, 
the urgency of industrial 


uch more 
ing regard 
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‘ment opment and the fact that the law of 

nevi nishing returns may soon begin to 
rate over the whole field of taxation, we 


Id lose no 
phere for 
mal saving 
ent formation 


ume in re-creating the right 
increased corporate and 
But, although the con- 
of capital could provide 






nering lid foundation of investment on which 
+ may rect the framework for efficient produc- 
: and we shall achieve little if we fail to 












red benise what is at stake and that imereased 
erate ks are not practicable unless accompanied 
ule we much greater Output. 

latent 





must be emphasised that, although the 
ric role of Great Britain is that of a 









































already e-scale manufacturing country, it is still 
ope of that of trader and banker for the world. 
-thicvent responsibilities were heavy enough in 
days when -we enjoyed industrial 
emacy. But, with the probability of 
ON mational competition keener than ever 
me, can we supply manufactured goods 
samme rid prices and .also new capital for 
rts 9 development of overseas communities ? 
be te that is the task before us if we are to 
months port fifty million people in these islands 
e takee anything other than a lower standard 
and fat on 
e policy 
ecessaly MUTUAL ENDEAVOUR 
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ets a € interna! policy, our commitments do 
le poly end here. So much of our strength is 
pontiogmred from our relationship with the 
ast yeat bmonwealt} 





ountries that national aims 
in partnership with them. 
is it that these aims should 
‘ndly accord with America. 
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Subject that has closely engaged the 
sent ton of London Economic Con- 
* has deen mutual trade and co-opera- 
| velopment. Like ourselves, the many 
| rei Stes concerned, being anxious to in- 
nough WEB their trade both within and without 
int. Lommonwealth, must combat inflation 
ht dire ma 80 doing raise the level of saving and 
os . sat and of production’ at low cost. By 
yce Bonds ai competitive prices we help 
og a ime time as we help one 
et. re in my opinion hi most 

the 0 using Way < yn lies the 
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only move towards the solution of balance-of- 
payments difficulties but also take a most 
constructive step towards the convertibility of 
sterling. The very fact of striving for this 
goal will put industry on its mettle. That 
is good as far as it goes. But the ultimate 
benefits make convertibility doubly worth 
while, since through it trade and finance 
between sterling and non-sterling areas 
would be re-established on a well founded 
and secure basis. 


DOLLAR EARNING AIMS AND 
OPPORTUNITIES 

With as much emphasis as is practicable 
on increased output in the Commonwealth 
countries and the development of their un- 
tapped dollar earning resources, I think it 
is reasonable to assume that harmonious rela- 
tions with the United States will not only be 
preserved but even improved. By increasing 
exports for which there is world, and particu- 
larly American, demand we shall moreover 
be going the right way to inspire the con- 
fidence necessary to stimulate foreign invest- 
ment in the Commonwealth. Capital 
resources far greater than the member coun- 
tries can provide will be needed to bring 
their projects to full fruition, and for this 
dollars in plenty will most certainly be 
required. 


Yet important as external financial support 
would appear, I should say that the British 
Commonwealth may well be forced back on 
a restricted programme unless the right 
goods, once produced, can gain a footing on 
a competitive basis in the United States 
through a further lowering of trade and 
customs barriers. Apart from this, and 
because of the repercussions on world 
markets, it would be of enormous benefit if 
America’s external transactions could be less 
unpredictable, Subject to this, Common- 
wealth development plans having been care- 
fully sifted and documented at the Prime 
Ministers’ Conference, it should not be too 
much to hope for the early creation of both 
the favourable atmosphere and the oppor- 
tunities to sell. 


FACTORS IN DEVELOPMENT 


Meanwhile, this country’s relationship 
with the Dominions and Colonies makes our 
responsibilities clear and, as I have already 
pointed out, these are not only to live within 
our means but, by producing more than we 
consume, to save. In this way alone shall 
we be able to make what is so imperative, 
a still greater contribution to those Common- 
wealth projects most capable of giving 
renewed strength to sterling. 


That the City and industry are interested 
in the Commonwealth Finance Corporation 
demonstrates that this country sees the urgent 
need for channelling the flow of savings into 
investment so that sound development plans 
may get quickly under way. Since the 
World Bank is said to be sympathetic towards 
the aims of the new project for merging 
British and foreign capital, it is a good 
augury for development planning becoming 
an accomplished fact. 


But, assuming that we are able to find the 
requisite finance, the translation of this into 
exports will have its complications unless 
there is a mutual adjustment to avoid 
economic. strain, As the Commonwealth 
looks to us for so large a part of its 
capital equipment, even the most acceptable 
development plans, those relating to natural 
resources and food, will make heavy demands 
on our capital goods industries. To allow 
too great a concentration of demand in this 
section would however lead to such con- 
gestion that we should be unable to supply 
what was needed quickly enough. 


: EXPORTS IN VARIETY 


What in my opinion is wanted is some 
compensatory slackening in demand for 
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capital goods, and for this we may not have 
to look in vain. Since the past requirements 
of secondary and semi-luxury industries have 
necessitated substantial drawings on accumi- 
lated sterling balances, a lack of funds might 
automatically restrain this demand, which in 
any case will become less persistent as infla- 
uion in the Commonwealth is brought under 
control. The need to plan towards short- 
term rather than long-term earnings might 
further cut down requirements for heavy 





equipment. But any of these circumstances 
would. mean that we should have to 
satisfy Commonwealth wants in another 
form: in other words that we should 


have to supply consumer goods instead of 
capital goods. Fortunately for us that affords 
the most practical solution because, with the 
great diversity of our industries, we could 
much more easily cope with exports in 
variety. 


The exigencies of the situation would seem 
to offer no other satisfactory alternative. 
Whilst, therefore, admitting the need for cer- 
tain priorities, we should interfere as little 
as possible with the smooth working of 
our export producing industries as a whole. 
In my. opinion it would indeed be 
short-sighted to narrow the field of these 
activities, since only by making available 
the widest range of exports to world 
markets in general shall we have a real chance 
of obtaining a surplus of income to lend to 
the Commonwealth. 


TWO SOURCES OF INCOME 


It may seem a far cry from the visible 
income from exports to invisible earnings, 
yet, in seeking to add to the former we 
build up the latter. Convertibiliry, more- 
over, is the driving force for both. The 
nearer we approach convertibility the more 
competitively priced will be our goods for 
overseas markets, and so we improve our 
prospects of augmenting visible earnings. In 
turn the increase in these earnings facilitates 
convertibility. Once attained, and having 
with it restored world confidence in the 
pound, we shall have brought back the full 
earning power of banking, merchanting, 
insurance and the other servicés which go to 
make up invisible receipts. So, through 
the medium of convertibility, shall we get 
back two sources of income, and industry 
and the City will once again jointly make 
their full contribution towards maintaining 
the pound in its old enviable position. 


THE ROLE OF TEXTILES 


Since the free operation of this country’s 
many highly organised terminal markets 
for commodities will greatly help to earn 
foreign exchange and thus enhance the 
prestige of the pound, their reinstatement is 
proceeding as a necessary preliminary to 
convertibility. That in this return to free 
enterprise scope has been given for private 
trading in cotton is, of course, of special 
significance to Lancashire. Although the 
Raw Cotton Commission has been operated 
with skill and consideration for spinners’ 
requirements, it has had to contend with 
great difficulties which should legitimately 
be undertaken by the industry itself. The 
return to free enterprise is therefore a 
proper and rational movement towards 
the restoration of normal commercial 
relations. 


The quality and price of raw cotton are 
becoming increasingly important, as was in 
fact all too apparent early last year when 
buyers for export and the home trade were 
not prepared to do business except on the 
most exacting terms. With a broadening of 
enquiry for yarn and piece goods in the late 
summer and increa t orders 
in connection with rearmament, confidence 
was restored and, although some sections of 
the industry have benefited less than others, 
improvement has so far continued. 
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Whilst textiles have fallen from the 
dominating position which they ocoupied 
among this country’s exports during the 
nineteenth century, their earnings of foreign 
exchange continue to exceed those of most 
other industries. There is still, therefore, a 
very important role open to Lancashire with 
her traditional skill and *ability to meet the 
most diverse requirements of overseas cus- 
tomers. 


As with other exports, however, the pros- 
pects for textiles will depend upon decisions 


taken in the settlement of world trade 
problems. Meanwhile it is heaftening to 
find that the Government is collaborating 
with the industry in examining the possi- 


bilities of extending business in important 
foreign markets. Certainly this help will be 
very much needed if Lancashire is to make 

‘ its full contribution to the surplus of exports 
that is required for Commonwealth develop- 
ment. It has to be remembered that this 
surplus cannot be attained within a short 
space of time. Every encouragement should, 
therefore, be given to all the major export 
industries and certainly to textiles, since they 
—and particularly cotton on its present 
showing—are so vital to the nation’s export 
earnings. 





TRINIDAD SUGAR 
ESTATES 


The thirtieth annual ordinary general 
meeting of Trinidad Sugar Estates, Limited, 
was held on January 22nd, in London, Mr 
E. Cassleton Elliott, FSAA (the chairman) 
presiding. 

The following is an ‘extract from his circu- 
lated statement: 


Trinidad experienced abnormal weather 


‘ALES MANAGER required by 
b situated in West London. 


electrical 


L Position involves complete control of 
all sales staff and demands a keen approach to sales technique and 


again in 1952, but this time the weather was 
exceptionally dry, whereas in 1951 it had 
been very wet, and as a result the tons of 
cane per acre reaped fell from 36 tons 7 cwts 
to 24 tons 8 cwts in 1952. The drop in 
yield was particularly severe in the case of 
ratoons where reaping in the very wet con- 
ditions in 1951 caused some damage to the 
stools, The average price per ton realised for 
sugar, including by-products, after deduct- 
ing the levies of £2 15s. made under the 
Trinidad Sugar Industry Special Funds 
Ordinance, 1948, was £41 Os. 11d., compared 
with £33 4s. 5d. in 1951, but on the other 
hand costs rose from £27 Os. 3d. to 
£38 18s. lld. as a result of the big fall in 
production of sugar. The profit per ton in 
Trinidad was therefore £2 2s. compared with 
£6 4s. 2d. last year. 

The. directors are recommending a divi- 
dend of 5 per cent. 


The estate canes have recovered very 
well from the dry conditions in the early part 
of 1952, but the latest reports are that Trini- 
dad is again experiencing rather too dry 
weather for the time of year. Subject to any 
exceptional weather conditions, I think we 
shall have a much better ‘yield from estate 
canes in 1953, but I am afraid that the 
tonnage of farmers’ canes will be less than 
last year as these have not recovered from the 
bad weather conditions of 1951 and 1952. 


The report was adopted. 


THE POWER-GAS 
CORPORATION, LIMITED 


LARGER PROFIT AND DIVIDEND 





The fifty-third annual general meeting of 
The Power-Gas Corporation, Limited, was 
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London, S.W.1, with Mr N. RB. R 
DSc (Hon), MiChemE, FRSA al 
and managing director, presiding 
In his statement circulated to the 
holders, the chairman ‘stated that thes 
profit attributable to the parent com 
1952, including its holdings in ie” 
sidiaries, was some £37,000 higher thea 
the preceding year. After c, eful consid 7 
tion the board were pleased to ; a 
dividend of 14 per. cent, represent 
moderate increase over the 12} per cual 
since 1940. , 


The orders booked by the group dy: 
the year, totalling nearly £7 million, excosa 
by over £1 million the bookings in any ys 
vfous trading year. , 


The strength of the group lay to, 
extent in the variety of fields in which wp 
specialise, covering iron and steel, chemiail 
gas, petroleum and edible oil indus 


During the past year orders for blast furs 
plant had predominated and contracts jy 
been received for furnaces which wou 
augment the yearly output of pig iron ing 
country by over 1 million tons, 


Major contracts completed during the x 
included the Indian fertiliser factory, 4 
largest chemical works in the East, with 
capacity of 1,000 tons of ammonium sulphys 
per day, a third blast furnace plant for 4 
Steel Company of Wales and new furnag 
at Vanderbijl Park (South Africa) and 
Fleet and two complete oil Mills with a com 
bined capacity of 1,700 tons of, seed pg 
week, $ 

During thé’ year an invitation to jon 
board had been extended to Mr C§ 
Wrangham, CBE, and had been accepted. 

The accounts were adopted unanimous 


and the retiring directors, Mr A. H. Lym 
Major W. R. Brown, Mr L. H. Downs a 


held on January 21st, at 39, Victoria Street, Mr C. E. Wrangham were re-elected. 
engineering company | prok SALE.—The Economist—April, 1947, to January, 1953, compl 
with indexes, Good condition.—Offers to Box 16 


organisation. Qualifications sought are a record of achievement in ke CONOMICS and Statistics Graduate, 33, holding responsi 
a competitive market, a technical background, plus knowledge of | 4 position marine insurance, seeks appointment in underwriti 
the application” of electrical instruments and/or automatic control | or investment field.—Box 149. 

devices. The company offers a permanent position with pension | pz, ‘ j é 
scheme.—Apply in the strictest confidence, with details stating salary | | IED to your telephone ? Finders of Wigmore Street will ans 
expected, to Box 155. your 'phone while you are out ot away and relay messages 


Wool Secretariat. 
and concisely. 
with superannuation benefits.—Apply in 





Secretariat, Dorland House, 

marking cover ‘‘ Confidential.”’ 

eS. LIGHT ENGINEERING 
in London area, requires Assistant 


18-20 Regent 


cants should be ( 
recognised accounting qualification, 


to Box 161, quoting reference BC/37, 


RE you interested in the 
JA well-known advertisin 
Brussels, we have.old an 
most trades in these countries. 


agents with 


If your product is interesting, we will assist 
tributing or manufacturing arrangements in Holland and Belgium. 
This is a service we have rendered to many British clients whose 
welcome 


advertising we now handle here. We also 


' 
G RADUATE IN ECONOMICS, with 1-2 years’ experience, required 
MN for general duties in Department of Economics by International 
Qualifications must include ability to write clearly 
Starting salary £450-£525, according to qualifications, 
writing, 
of qualifications and experience, to the Secretary, International Wool 


GROUP, 
to Works 
position ealls for an ability to analyse and investigate figures, and 
a knowledge of Budgetary Control will be an advantage. 
will be expected but prospects of advancement are excellent. 
between 30 and 40 years of age and possess a 
with not 
experience in a responsible position in industry or commerce,—Details 


Dutch and Belgian markets ? As | 
: offices ' 
extensive connections with top firms in 


your convenience, 


Hard work 
Appli- 


Offers, Box 159, 
} 
| 


less than five years’ 


in Amsterdam and 


} 
you to make dis- 1953, 


contact with 


British advertising agents acting for clients, Hongkong : £7. 
Write to Reclame Bureau Gelder, Amsterdam C., Beursstraat 15. Japan : £9 
N ALE GRADUATE (27), M.A., B.Se.(Econ.)(Hons,), seeks | 
a interesting and progressive post in industry or commerce.— | 
Box 158, 
industrial organisation has a vacancy for a 


\ JELL-KNOWN 
A GC 


hartered Accountant with costing experience, 
35 years. The post calls for strength of character and energy. 


Age about 30 to 
Salary 


Ring WELbeck 6655. 
ENERAL SALES MANAGER required by Lewis 


Australia : £8 5s. (sterling) 


Day and night. 


Berger (Gt 


Britain), Limited, This is a senior post, based on London, whit 
requires a man of exceptional ability with a proved sales! 

giving full details Knowledge of the paint industry is preferable, b not essen 
4 é Personal selling ability and strong leadership of a ge sales for 
Street, London, S,W.1, | and administrative drive are pre-requisites for the post. Salary 
| line with responsibility.—Applications, in confidence, ‘o the Managi 

with headquarters. | Director, Morning Lane, Homerton, E.9. 
Accountant. The ‘IXHE ECONOMIST for sale, 1949 (incomplete), 1950, 1951 1952 


Air Subscription Rates for 19% 


Owing to increased costs, some increases in air subscript 
rates to The Economist were introduced on January 
The countries affected are: 


Malaya: £6 15- 

New Zealand: ¢’. 

S. America and W. Ind 
£7 15s. 


The substitution of an airfreight for an air mail service 
Egypt makes it possible to reduce the air subscription 


up to £1,500. Outstanding prospects,—Please send full particular to £5 i i ain unchange 
of age, qualifications, experience, etc., to Box 160. . . | Se. Rates ” all other destinations remain | ’ 
: ENATOSAN LIMITED, a member of the Fison Group of Com- | Anglo-Egyptian Suda India, £6 
; panies, have a vacancy for a Marketing Executive to work on as ee — 

the malen pronation of thete sthice! roducts. This is a responsible Canada : $21.50 or £7 14s. Tran : £6, 

position and offers a gqod salary and a real opportunity to advance, East Afri Traq 

Age not over 40, Previous experience ofthis type of work essential. . nara peg +96 

Write, giving full details of experience, etc., to Marketing Manager, | Europe (except Poland): £4 15s. Pakistan : £6. 


Genatosan, Limited Loughborough, Leics, 


r\HE Economists’ Bookshop, 11-12, Clement’s Inn Passage, London, 
W.C.2, invites you to submit lists of books on Economics, History, 
and Social Sciences, you may wish to sell (periodicals excluded), 


rs 
Me 


Gibraltar, Malta : £3 15s. 
Gold Coast & Nigeria : £5 Ss. 


Union of S. Africa : & 10a 
USA : $21.50 or £7 14s 
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W. BLYDENSTEIN & CO. 


Established 1858 








BANKERS 






specialise in all financial transactions with 
The Netherlands 


55 & 56, THREADNEEDLE STREET, LONDON, E.C.2 





rHE ROYAL BANK OF CANADA 
DIVIDEND NO. 262 








a | ICE IS HEREBY GIVEN that a DIVIDEND of thirty cents per 
oh the pon the 1id-up capital stock of this Bank has been 
: RED for current ques and will be PAYABLE at the 
nd its branches on and after March 2, 1953, to shareholders 

rd at the close of business on January 31, 1963. 


By Order of the Board, 
T. H,. ATKINSON, General Manager. 


















¥ 5 e 
ry 22, 195 


HONGKONG AND SHANGHAI BANKING CORPORATION _ 
ick IS HEREBY GIVEN that the SHARE TRANSFER 
< of this Corporation will be closed from February 13, to 





he ye ry 27, 1953, both days inclusive, for the purpose of preparing 
F vment of dividend for 1952. 








UNIVERSITY OF LONDON 





ture on ‘ The Confusion Between Politics and Economics ” 
given by G. R. G. Mure (Oxford), at 5 p.m. on January 30th, 
London Schoo! of Economics and Political Science, Houghton 
Aldwych, W.C,2 


ission free without ticket. 
JAMES HENDERSON, Academic Registrar. 


UNIVERSITY OF LONDON 


ture, entitled ‘‘ The Social Bearing of Locke's Political 

" will be given by Professor C, Brough Macpherson 
; to), at 5 p.m. on February 3rd, at the London Schoo! of 
“a s and Political Science, Houghton Street; Aldwych, W.C.2, 
Opt ission free, without ticket. 


JAMES HENDERSON, Academic Registrar, 


This London University degree, open to all, is a 

valuable qualification for statistical, research, educa- 

tional and welfare work, it is necessary only to pass 
’ three examinations. Wolsey Hall (founded in 1894) 

can prepare you for these at home. Reasonable fees, 
\ instalments. 857 B.Sc. Econ. (Final) Successes, 1925-52, 
omp! Prospectus from C. D. Parker, M.A., LL.D., Director 
of Studies, Dept, P15, 


pon WOLSEY HALL, OXFORD 


one LAND VALUE TAXATION LEAGUE.—Dr Viggo Starcke, 
eed P., Leader of the Justice Party in the Danish Parliament, will 
sa public meeting at Church House, Great Smith Street, 
insier, On '’ The Individual versus the State Machine,"’ Friday, 

r (Gn y 3th, 6.30 p.m. Admission free. 


HE CITY OF BIRMINGHAM 
ANNUAL ABSTRACT OF 


STATISTICS 


NUMBER TWO 1950-51 
9x Edited by 
eves Richard Padley, Ph.D. & Wall's Taylor, Ph.D. 


PRICE 10/- (By post 10/7) 
from 
CITY OF BIRMINGHAM CENTRAL STATISTICAL OFFICE 


"14 Cambridge Street, Birmingham, 1 





; U.C.C. provides postal tuition for the 
versity B.Sc. ECON. DEGREE 


of the University of London, open 
without residence. The College is an 
Educational Trust, with a staff of 
highly qualified Tutors. Moderate 
fees; instalments. Courses are also 
iven for other London University 
rees and Diplemas, General 
Certificate of Education, etc. 


respondence 
lege (Founded 1887) 





PSPECTUS, civing full particulars, post free from the Registrar, 
60 Burlington House, Cambridge 
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Imports /Exports : 
Travel : Shipping: 
Trade References: 


Information about 
Local Conditions : 


AUSTRALIA.... | ux 5 


From over 400 Branches throughout Australia 
information is collated relating to the above and 
many other subjects in the interests of British 
trade. You are invited to make use of this 
informatory service. 


The English, Scottish & Australian Bank, Limited 


Head Office : 5, Gracechurch Street, London, E.C.3. 
West End Branch: 8-12, BROOK STREET, W.1 














Head Office: 
EDINBURGH 


ESTD. 


Branches throughout 


SCOTLAND 


1825 







LONDON OFFICES: 37, Nicholas Lane, E.C.4; and 
18/20, Regent Street, Piccadilly Circus, W.1. 


Every description of Banking Service undertaken. 





THE AUSTRALIAN NATIONAL UNIVERSITY, CANBERRA, 
AUSTRALIA 

ee SENIOR RESEARCH FELLOW 

Applications are invited for the positions of Senior Research Fellow 
in the Departments of Economics and Pacific History. The 
appointments will be for three years, renewable to five vears. The 
salary range is £A.1,290-£A.1,540, plus a cost-of-living adjustment, at 
present amounting to £4.180. The University operates a superannua- 
tion scheme of the F.S.S.U. pattern and will pay reasonable travel 
and removal expenses to Canberra. ; 

A statement of conditions of appointment may be obtained from the 
Secretary, London Office of The Australian National University, 
27, Russell Square, W.C.1, with whom ae (in duplicate) 
will close on February 15th. Applications should include particulars 
of age, nationality, marital status, war service (if any) : academic 
qualifications and experience ; list of published papers and papers 
in the press ; and the names and addresses of three referees. 

R. A. HOHNEN, Registrar. 


ST. CATHARINE’S COLLEGE, CAMBRIDGE 

Applications are invited for the Kenward Research Fellowship 
in Industrial Administration, which was established in memory of 
Harold Leslie Kenward, Knight. The holder of the Fellowship will 
be expected ‘to undertake research in the problems of Industrial 
Administration, Management and Organisation. The Fellowship will 
be tenable from October 1, 1953, normally for a period of three 
years. The initial stipend will be not less than £500 per annum, 
together with children’s allowance, benefits under the F.S.S.U., 
rooms and board, Application forms and further particulars may be 
obtained from the Master of St. Catharine’s College, Cambridge, The 
latest date for the receipt of applications is March 31, 1953. 


YATION-WIDE RETAIL FASHION HOUSE seeks men, aged 
4a 25-30, for training and later appointment as Branch Managers. 
Qualifications include some business sense, absolute integrity and 
loyalty, interest in and ability to handle people. High standard of 
personal appearance and bearing. Willingness to reside in any large 
eentre in the British Isles, and to move from one to another if 
required, Previous retail business experience an advantage, but 
not essential. Minimum educational standard—School Certificate. 
This is an opportunity for men seeking a post of exceptional interest, 
calling for considerable initiative and resource, for which the financial 
reward is high. Starting salary during training according to circum- 
stances of applicant. Only those proposing to make this work a 
permanent career need apply to Box 163. 





Met slitan College Modern Postal Course is the most efficient, the most economical, and the most 
ae means of preparation for the General Certificate of Education examinations : B.Sc. Econ.. 
LL.B., and other external London University Degrees. Civil Servies, Local Government and Commercial 
Examinations, 


&e. 5 
f and for the exams., ip Accountancy, 
Also expert postal tuition for Prelim. Exams., : — 


(nop-ezam,) courses in 


Law, Seles Management, &c., and many 
More 60,000 POST-WAR EXAM. SUCCESSES. 
coe of Coaching “7 Successful. Text-book lending !brary. Moderate fees, payable 


instalmenta. 
” Welte today for prospectus, sent FREE on request, mentioning exam. or subjecta in whieh interested 


to the Seeretary. 


METROPOLITAN COLLEGE 


(Q9/2. ST. ALBANS or call 90 Queen Victoria Si, London, BCA, 


Published weekly by THE ECONOMIST NEWSPAPER, Lx». 
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The cost of keeping Anton free 


Anton is a peasant farmer, somewhere in Europe. His farm is designed and built by our companies. By day | 
small, but he owns it, He works many hours, but he is his own Hunter, finest of all interceptor aircraft : by 
master and life is good to him. Javelin, world’s first twin jet Delta fighter. A 
Ploughing or hoeing in his fields, Anton gives little thought to enemies of Anton if they attack, the Avro Vu! 
the planes that roar above his head. “ Flying machines? What battleship of the skies, world’s most modern bo 
of them. Iam a farmer.” But Anton owes his freedom and aircraft, representing the furthest advances o! 
perhaps the hopes of his lifetime to the power and the strength built by the most complex and exacting pro: 
that such aircraft give the Free World. immense expenditures of time, skill, labour, m2 
We do not know Anton and he does not know us. But at the It is not simple or easy or inexpensive to k: 
head of the list of those aircraft keeping Anton free are those were we to fail him, his slavery would surely > 


Hawker Siddeley ‘ 


18 St. James’s Square, London, 5. \ 


THE HAWKER HUNTER 
jet fighter is one of the 

Group products now in super-priority 
production for the R.AF. 
Supersonse, heavily armed and highly manoeuvrable, 
u is acclauned as “the world’s finest fighting 
aircraft”. Now powered by the Armstrong Siddeley 
Sapphire, another Group product, the most 
powerful jet engine in the world. 






PIONEER .. . AND WORLD LEADER 


A. V. ROE - GLOSTER + ARMSTRONG WHITWORTH .- HAWKER 
HAWKSLEY + BROCKWORTH ENGINEERING + 


* AVRO CANADA + ARMSTR 
AIR SERVICE TRAINING ~ HIGH D 
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